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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained - 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examina- 


ira i : For students who wish to participate in linked oral 
tion in which you are interested) to the Metropolitan 


College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, dua kuton Gellegasr 
Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01—248 6874). After office hours (5 p.m. Monday-Friday) these facilities. Please write to: Metropolitan 
telephone messages are recorded electronically. College for details of various courses available. 


Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. Founded 1910 
Member of the Association of British Correspondence Colleges. 
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Into Europe — and the Year Ahead 


S°: after years of procrastination, argument and actual 
negotiation, Britain now finds herself a member of the 
nine-nation European Economic Community. The bells 
may have been rung to celebrate the event but it would be 
idle to pretend that, as far as most of the electorate was 
concerned, the British entry was marked by the proverbial 
skirl of pipes and beating of drums as the country’s repre- 
sentatives took their places at Brussels. 

The paramount emotion among the British populace is, 
one suspects, indifference coupled with some uncertainty 
and doubt concerning the future. Mr Heath has tried so 
very hard to share his European vision with the electorate, 
but hardly with unqualified success. 

Whatever the difficulties of the British economy in 1973, 
and they are many, it is just as well to sound the warning 
that the problems will have little to do with membership 
of the EEC. Any further increases in food prices will owe 
more to the trend of world prices than tbe Community’s 


common agricultural policy, just as the contribution to 


rising prices made by VA'T need not be laid at the door of 
Britain's new partners, but stems mainly from the Govern- 
ment's need for additional tax revenues. 

In short, the difficulties and problems which will beset 
the UK economy in 1973 will be of the country’s own 
making. They are already with us, just as they have been 
ever since 1945. Briefly, they are the prospective deteriora- 
tion in the external payments account, continuing inflation- 
ary pressure due to increases in incomes totally unrelated 
to productivity, and worsening management-labour rela- 
tions which the Industrial Relations Act has so far failed to 
improve. 

And in case the fact has been overlooked, there is cur- 
rently building up a series of pay claims which will come 
toa head once the standstill comes to an end. There can 
be nd question that the standstill will be extended by a 
further 6o days, but what happens after that is anybody's 
| guess. 

. Quite apart from any element of eae inflation, there are 


several built-in factors which will raise retail prices during 
the year. The most important is the rising level of world 
food and commodity prices, the effects of which will be 
exacerbated by the de facto devaluation of sterling. Before 
long the.Government will have to fix a rate for the £, al- 
though the longer it can be allowed to float, the easier will 
be the Chancellor's task in his efforts to stimulate growth. 

Any marginal impact the Community’s agricultural 
prices policy may exert on domestic food prices is likely to 
be overshadowed by the impact of VAT after April. In 
every country which has adopted this tax, retail prices 
have risen more than was expected on the basis of the 
actual rates, and it would be surprising if British experience 
were to be any different. 

By then the Chancellor of the Exchequer will.doubtless 
have announced his budgetary policy for the next financial 
year but he will clearly have to take into account, in framing 
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economy ‘needs. further. stimulus, few would claim: that - 
_ there is any shortfall in consumer : Spending, What is 
. desperately needed is a sbarp increase iri exports to initiate 
-the expansion, followed: rapidly by a massive measure. of 


industrial investment. The latest Treasury’ assessment of - 
. ‘the: economic scene holds out little hope.of any such’ favour- 


~ able conjuncture of events. . ` 


The Bank of England Quarterly ‘Bulletin recently ex- 


pressed. some concérn over. the continuing expansion in 
' money supply, although, the rate of increase therein. has ' 
` subsided. Unfortunately,. any further restraint on, credit | 
; Supplies will hamper maur S expansion if and when it- 
Beo "under way. 

= Tt is depressing to note that stocks are’ still being, run . 


b ; down; and, although the fall in unemployment to 3-3 per 


r 
Ta 


"cent, is to be welcomed, there are already fears that any 
 Bignificant ` expánsion' in the level of industrial activity 
“could run up. against labour ‘shortages . and all that bos 
éntails for futuré pay. settlements. 

. There i is no point in pretending that, after the T 
"gtatütory standstill comes to an end, industry can go back 
' to its old ways. If-there is to be any hope at all of protecting 
the longer.term value of the currency, then the existing 
System of collective DER RE must be replaced by a more 
Tdtional system. . v: 

It is this issue, more than any Gies which will dominate 
. 1973. ‘Obviously it will not be resolved overnight. The 
more powe labour groups will not willingly forgó. a 
system which enables-them to advance their interests at 
_ the expense of.the weaker. sections of the community, and - 
this applies to sections of white-collar employees as much ` 
-as-to :blüe-collar labour. The: determining factor will be 
public. opinion; as long as the public is prepared to buy. 
industrial peace, then it = continue to pay: the Dange 
of inflation. i 

Tt,is against this: very dS sud dificult background: 
-that the Chancellor will have to present his Budget pro- ` 
. ,posals. While it can be argued, as did the National Institute 


. of Economic. and. Social Research i in the November i issue 


of Economic Review, that some budgetary stimulus will: be 
" needed, there i is a considerable measure of. disagreement as- 
to the precise amount: of stimulus. Somé signs of that 
discussion were, evident. in. the recent comments by Mr, 
Michael Clapham in his. capacity as President of the CBI, 
when he made quite clear his organization’ 8 doubts, over 
the réalism of the Government’ 85 per cent growth: target 
foi the current year. ' 

SD he, Chancellor: will also have to take into account the 
consequerices: for the réserves, if a new. phase of expansion 


coupled | with rising costs.coincides with the adoption of ` 
` a hew fixed rate‘of exchange for sterling. There has beeri, as 


the Economic Review pointed out, a massive turn-round 


"on the.balancé of payments, from a current surplus of over 
: £1,0oo' million in 1971 to a bare balance in the year just 
/ ended. The last flurry of labour disputes would have com- - 
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' pelled thé Gamat to take steps to y defend the. reserves,’ 


‘the extended standstill. Even if it is asserted that: the- “had it ‘fot’ ‘been for the fact that the rate was. floating. 


' There is also the: ‘question. of monetary policy. The last 


- Bank ‘of England Quarterly Bulletin.observed that further- 


restraint. on ‘credit supplies will be technically: difficult if 
_ the.private sector and, in particular, industry's needs are tó 
be fully met. The řate of growth i in the d supply is is 
still fairly high. ' 

Recent iricreases in borrowing rates suggest that unless 
the private sector, and especially private borrowers, reduce 
their. demands for. credit, the authorities may have to 
tighten the supply still further. On the'other-hand, there’ 
is à limit to the extent that monetary and fiscal policy can: 
be in conflict. if: expansion is to be achieved. 

It is self-evident that none of these thorny issues is de : 


result of entry into the EEC, any morë than.it can be 


argued that entry into the Community will resolve them. 
Whether or, not. inflation, which:is the root cause of all 
current difficulties, can be chécked will depend upon the . 
extent to which organized labour and the Government, can 
come to terms. There were unmistakable sigüs of a new 
willingness on the Prime Minister's part, following. upon 
the breakdown of the Downing Street discussions; to,come to’ 
some agreement with the trade uriions. Indeed, some would . 


argue that he appeared almost too ready to pay a high price. 


On the other hand, it i$ clear that no policy of price and 


‘income restraint will be workable.unless all the parties 


affected will’ co-operate to make it work. ‘Accordingly, 


‘the plan, or what has been referred to as Phase II -of 
the Government's standstill, must ‘be ‘acceptable’ to the 


employers and, more’ especially; to the unions. What this 


means is that some compromise will have to be evolved. ` 


Entry into Europe. will certainly concentrate the..minds . 


- of the negotiators wonderfully. Britain cannot afford once ` 


again to become the sick man’ of-Europe; équally it would 


be tragic if domestic ` concerns and overseas investors. 
"turned their backs on Britain as. a place-for new investment ` 
and instead looked elsewhere within the Community. 


For the’ accountancy profession in: pafticular, ‘Europe | 
offérs at once its own opportunities and its own problems. 


Development of the limited’ company and of the capital | 
market in. the United "Kingdom, with all the resulting 


obligations upon accountants, has proceeded along different 
lines from those followed by the existing EEC partners; 
as a training forum for the proféssion, Europe generally 
regards the university more favourably than the: prac- 


titioner's office. Recent authoritative comment suggésts,. 


further, that the concepts: of a truly independent auditor 
and of the accountant’s role in negotiation of tax liabilities. 
do ‘not exist in some European jurisdictions, abd are-un-: 
likely to-be accepted there without a significant henge in 
national attitudes. í 

The potential conflict will not be Tesolsed by assertion © 
alone that British standards are demonstrably’ ‘the ‘best’, 
that ‘harmonization’ need not and should not be a down- 


wards process, and that the EEC will thus be obliged to’. 


adopt British. rules of: practice. overnight. On. the.9 other > 
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and Mrs Sherwp c Mi in any event had 
refused her consent to separate assess- 
ment after the separation on June 
28th, 1964. 

Giving judgment, his lordship said 
that he preferred Messrs Frazer, 


Whiting & Co's version of events, and 


. that he had been influenced farthet 


by the fact that no complaint had 
been made until 1968, when another 
accountant commenced to act for Dr 
Sherwood. Against the background of 
events, it was impossible to say that 
the firm had been guilty of professional 
negligence. 


When is an Order Form? 


HE Department of Trade and 

Industry adheres to its view that 
the definition of an ‘order form’, 
for the purposes of disclosing the 
information required by section 9 
of the European Communities Act, 
depends upon which of the parties 
to the transaction from whom it 
emanates. An announcement from 
the DTI, reproduced in The Account- 
ant for October 26th, said: “The 
phrase “order forms” is to be under- 
stood to mean forms which the 
company makes available for other 
persons to order goods from the 
company' — including, for example, 
newspaper clip-outs. 

A number of readers have pointed 
out that this definition excludes the 
far more usual circumstance of an 
order form originating with the pros- 
pective purchaser; but — contrary 
to earlier expectations — the DTI has 
declined to issue an amending state- 
ment. 

Pressed to clarify the situation, a 
spokesman for the Department said 
that it was not the function of the 
DTI to interpret the law; this was the 
prerogative of the Courts. Whilst the 
DTI did not think it necessary to 
amplify the definition already given 
so as to include purchase orders, it 
would not object to the disclosure of 
the statutory information on such 
orders by any company which, in 
consultation with its own legal ad- 
visers, felt that this was the appro- 
priate course, 

'The DTI, we are glad to announce, 
does not propose to offer any guidance 
on interpretation of the phrase 
‘business letters’, on the ground that 


this is pee sufficiently well under- 


stood in company law. It appears 
probable that most company man- 
agements have an equally clear 
conception of an order form, and will 
be prepared — with all respect to the 
DTI’s well-meant intervention — to 
give this term a wide interpretation. 





New Year Honours 


MONG this week’s New Year 

Honours, we offer our particular 
congratulations to two newly-created 
Knights Bachelor - Mr Kenneth 
Charles Peto Barrington, F.C.A., a 
director of Morgan Grenfell & Co, and 
Mr Stanley Wilson Gibson Morton, 
F.C.LS., chairman of the Abbey 
National Building Society and now 
senior Vice-President of the Institute 
of Chartered Secretaries and Ad- 
ministrators. 

Sir Robert Alexander Maclean, D.L., 
LL.D., C.A., J.DIP.M.A., lately chairman 
of the Scottish Industrial Estates 
Corporation, receives the KBE for 
services to export. Other honours 
include: 


CVO 
Mr Henry Peat, D.F.C., F.C.A. 


CBE 


Mr J. L. Dickinson, F.c.a., managing 
director, Skefko Ball Bearings; Col 
J. “EB. Evans; O.B.E, T.D., V.L., J.P5 
r.c.A., Wales and Monmouthshire 
TAVR Association; Mr P. F. Keens, 
O.B.E., F.C.A., deputy chairman ; Trustee 
Savings Banks Association, and Mr 
L. B. Prince, M.A., F.C.A., for public 
service in the City ‘of London. 





Mr K. C. P. Barrington 
Knight 


Mr Stanley Morton 
Knight 
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Europe: s Budget 


RITAIN will be called upon to | 

bear, in 1973, a littl under 9:3 
per cent of the EEC budget of 4000 
million ‘units of account’ (approxi- 
mately £1,700 millions). These figures — '- 
are exclusive of ‘reinscriptions’ re- 






Mr J. B. Bolton, F.c.a., for public | 
services in the Isle of Man; Mr G. ~ 
Brook, r.c.&, Regional Director 
(West), National Bus Company; Mr | 
F. S. Grindrod, rF.C.A, F.LM.T.A, 9 
D.P.A., chief accountant, Eastern Elec- — 
tricity Board, a Council member of the ~ 
IMTA and currently President of the — 
East Anglian Society of Chartered — 
Accountants; Mr J. Hope, B.A., F.C.&, — 
formerly director, West Midlands — 
Engineering Employers’ Association, —— 
and Mr E. J. F. Lynch, F.1.M.T.A., 9€ 
treasurer, Crawley Urban District - 


Council, and a Council member of the E 
IMTA. 



















MBE 


Mr F. W. Bright, F.c.a., for services | 
to The National "Trust; Mr E. FE 
Hall, F.c.4., group treasurer, West | 
Birmingham Hospitals Management | 
Committee, and Mr J. Tullo, C.A., Je 
lately convener, Church of Scotland — 
Committee on Hut and Canteen Work a 
for HM Forces. : 


Imperial Service Order E 


Mr D. Brown, C.A., chief accountant à 
Civil Aviation Authority, Departe AiE 
of Trade and Industry. 


Mr F. S. Grindrod 
OBE 
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lating to earlier years’ operations, to 


= which the three acceding States (the 
UK, Denmark and the Irish Republic) 


will not be required to contribute. A 
‘unit of account’ for this purpose is 
defined as equivalent to one US dollar, 
prior to its devaluation in 1971. 

The largest single item in the EEC 


-budget is the contribution to the 
- ‘European Agricultural Guidance and 


Guarantee Fund' (usually known, 
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which accounts for some two-thirds of 
the total. Britain’s contribution to 
EEC is expected to rise by approxi- 
mately 24 per cent per annum over 
the ensuing four years. 

In Community parlance, the term 
‘budget’ has a rather different signi- 
ficance from that of the Chancellor 
of the Exchequer's annual presentation 
to the UK Parliament. Whereas the 
national budget is largely concerned 
with financing expenditure already 


3 HUNE Nn 


ES DEM a ae add EP wanes M A . p ) 
ues oos THANH January 4th, 1973 
« ; p ' 


planned and with changes in taxation 
to give effect to governmental policies, 
the EEC budget is a detailed statement 
of proposed expenditure for the com- 
ing financial year — which is also the 
calendar year — and in this respect is 
akin to the annual ‘estimates’ pre- 
sented to the UK Parliament. There 
are at present no ‘demand manage- 
ment’ aspects of the EEC budget, 
which simply raises enough money to 
finance proposed expenditure. 
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The Old and 
The New 


by An Industrious Accountant 


| DROPPED into the bank at lunch-time just in passing, 
more to say 'hello' to a couple of chaps and to collect a 


2 cheque book than for serious business. The manager's 


- door was open, and I caught sight of him talking to one of 


m s his assistants. 


The scene seemed strangely old-fashioned. The manager 


sat at his desk in his big swivel chair, tapping his pencil 


on a sheet of figures before him and clearly asking questions. 
= The assistant, by no means a young man, stood beside 
him, referring to a file in his own hand and answering as 
— required. No other chair stood near the desk. 

-I have on my shelf an old Pears’ Shilling Cyclopedia of 


K- - 1913 whose section on ‘Business’ is prefaced by a nearly 


-identical picture. There is the boss, spectacled and 


T moustached, in his cushioned chair; at his elbow stands his 


E subordinate, papers in hand; the desk, the leather-bound 





_ ledgers, and the wicker baskets match almost exactly. 
~ It looks like an illustration of “Master and Man’. 
It’s a long time since I've seen such deportment in our 


ue — company. When one's subordinate enters one nods to a 





E —— chair; he pulls it up across the desk; the discussion gets 


under way and papers, queries, and comment flow to and 
_ fro. True, I've one junior accountant so obsessed with his 
own dignity (I think because he was snubbed somewhat in 
days gone by) that he makes a bee-line for the chair on 
- arrival, but he's an exception. The courtesy of the proffered 


- chair is taken for granted. 


Our salesmen, by contrast, have imbibed (among other 
things) so many theories about optimum customer impact 
and the persuasive image projection from their psycho- 
logical seminars that they go overboard about the so-called 
dominant attitudes. They sit nonchalantly on the corner 
of the table for choice. To compete further, they proclaim 
their status by putting their feet up on their colleagues' 





desks. This position is in fact uncomfortable — and can be 
calamitous when the tea lady arrives — but they feel it 
impresses the typists. 

There's a pecking order, of course. Among one's peers 
the feet-up gesture indicates the leading spirit, hence 
first-up scores. With one's boss it's an assumption of man- 
to-man familiarity. It can be hazardous, naturally. One 
cocky upstart tried it on Scotty, who responded by pitching 
his samples into his lap and using language that blistered the 
woodwork. 

Going for my cheque-book, I noticed a change. The 
cashiers' cubby holes, for decades filled with the same 
balding clerks, tired with standing but still smiling a 
welcome, now housed girls. Young, smart, and self-reliant, 
they handled bundles of tenners as casually as slices of 
toast. Come to think of it, there's nothing new about that 
feature. A century ago their counterparts, the Klondike 
Kates of the Yukon or the Julies of the Paris baccarat 
tables, dealt with croupiers' chips, cards, Colts or customers 
catch-as-catch-can style, just as competently. . . . 

I asked one of them, the office manager's niece, was she 
worried about stick-ups, but she only smiled. They had 
their judo group, she said; she was going for her orange 
belt shortly; not to worry 

Our credit controller became rather troublesome in 
his cups at the office Christmas party, I remembered. 
Maybe I'd better start a karate group for the punch-card 
girls. 








Employers Liability Insurance 


The New YearS 1 
Important pin-up. | 


The Employers' Liability (Compulsory Insurance) 20 
Act has now been in force for a year. E 
The Act lays down that employers must have ES. 
insurance to cover their liability against claims for 3 
injury or disease suffered by their employees at work. ! cad 


The second part of the Act has now come into 
force. It rules that employers must not only be 
insured - they must also be seen to be insured. 

So, from 1st January 19/8, employers must display 
a copy of their certificate of insurance at all their 
places of business — in a prominent position where it 
can be easily seen and read by every employee. 

The provisions of the Act, including the 
regulations for the display 
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of certificates, are | 
explained in detail in the e 
leaflet Guide to the Act. x 
You can obtain this 4 
publication free, from any s. 
Employment Exchange. # 


De Issued by the Department of Employment 
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London Auction Mart 


FUR TRADE HOUSE 
25 LITTLE TRINITY LANE, EC4 


(Entrance Huggin Hill) 


TUESDAY, JANUARY 23rd, 1973 


(Unless previously sold) 


FREEHOLD INVESTMENTS 
LONDON W1 


68 TOTTENHAM COURT ROAD 
5,200 sq. ft offices on six floors. 

| OUTSTANDING REVERSION 1985 
31 GOODGE STREET 


SUBSTANTIAL REVERSIONS 1973 and 1975 


Joint Auctioneers: 
DAVIS & CO 
62 Berners St, Oxford St, London W1P 4DX. 01-637 1061 


BOURNEMOUTH 
1430-1440 WIMBORNE ROAD, Kinson 


Parade of 10 shops. Busy position. 
VALUABLE REVERSIONS FROM 1978 


GERRARDS CROSS 


16/18 and 22/24 OAKEND WAY 
Six shops with four flats. 
VALUABLE REVERSIONS OR RENT REVIEWS FROM 1976 


LONDON W1 


107 and 108 CRAWFORD STREET 
Two shops, with three upper floors. 
OUTSTANDING REVERSION 1978 


BARNES, KIRKWOOD & WOOLF 
77 Baker Street, London W1M 2ES. 01-935 4113 


LONDON WC? 


Joint Auctioneers: 


OUTSTANDING REVERSION 1993 


LEYTON 


601 LEA BRIDGE ROAD 
Let to Dolcis Ltd. 
EXCEPTIONAL REVERSION IN 1980 


WALTHAMSTOW 


50 and 52 ST JAMES STREET 
SUBSTANTIAL REVERSION 1977 


EDW. J. ALLEN 
303 High Road, Leytonstone E11 1HW. 01-539 2820 


BLOXWIGH srarrs 

222/224 HIGH STREET Two shops. Let at £2,200 p.a. 
VALUABLE REVERSION 1977 

BIRMINGHAM 


1132/1134 STRATFORD ROAD, HALL GREEN 
Two lock-up shops. Let at £2,050 p.a. 
VALUABLE REVERSIONS AND RENT REVIEWS FROM 1976 


- Joint Auctioneers: 


WEDNESBURY srarrs 
47/18 UNION STREET 


Let to Granada TV Rental Ltd at £1,600 p.a. 
VALUABLE REVERSION 1975 


FREEHOLD DEVELOPMENT SITE 
TETTENHALL srarrs 


8-12 HIGH STREET Planning consent for 2 shops. 
Frontage 40 ft. Depth 80 ft. Area 2,880 sq. ft. 


oint Auctioneers: 
VICTOR BEHRENS, SANDHURST & CO 
21 Harley Street, London W1N 2AE. 01-636 2491 





Healey e Baker 
29 St George Street, Hanover Sq., London W1A 3BG. 01-629 9292 


Let at £150 p.a. 


Two shops with two upper floors. 
Let at £2,159 p.a. 


Fully let at £5,058 p.a. 


Fully let at £3,007 p.a. 


Let at £2,261 p.a. 


Shop, basement and three upper floors. 
Let at ground-rent of £50 p.a. 


At low rental of £600 p.a. 


Two shops. Let at £850 p.a. 


January 4th, 1973 


Have youa Client 
looking for higher 
net income with 
prospects of 
Capital Growth? 


The Allied Hambro 
Extra Income Plan 


offers the choice of between 4% and 8% per annum 
after income tax on an equity investment. 

For example: The following table shows how an 8% 
withdrawal rate (4% paid half-yearly) would have affected 
an investment of £5,000 in the Allied Capital Trust made 
on 1st January 1958. 








Annual Realisable value of 


Net investment after 2nd 
Payment each year 


Payment 


£400 £5,448 
£400 £7,718 
£400 £7,281 
£400 £7,074 
£400 £7,195 
£400 £8,660 
£400 £8,598 
£400 £8,680 
£400 £7,462 
£400 £9,681 
£400 £13,175 
£400 £11,213 
£400 £10,840 
£400 £13,223 
£400 £16,436 





For further details please complete and return the coupon. 





„Hambros Bank Limited, 


Unit Trust Department, 55 Bishopsgate, London EC2P 2AA. 





Please send me details of the Allied Hambro Extra Income Plan. 
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The Government has issued an official guide to key sources of information for industry, — 
business and the professions on matters relevant to United Kingdom membership of the 
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by H. S. A. MACNAIR, F.C.A. 
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European Communities which commenced this week. On tax matters, — . 
practitioners can expect to find most of what they want to know in Part 18 of the Taxes — 5 


Act 1970 and the statutory instruments embodying bilateral agreements effected under 
the authority of the legislation consolidated there. However, a few salient points are — 


EN years ago the Fiscal Committee of the Organization 

for Economic Co-operation and Development (OECD) 
published the draft of a model bilateral tax agreement and 
this serves as a convenient frame of reference for the 
separate agreements which have sought to conform to 
the model as far as possible. A comparison of the text of the 
agreement with a particular territory and the corresponding 
passage in the model will often bring out features special to 
that territory. 


Business profits 


The model article states that the profits of an enterprise of 
the ‘first’ country are to be taxable only in the first country 
unless the enterprise carries on business in the 'second' 
country through a permanent establishment situated 
therein, in which event only so much of those profits as is 
attributable to that establishment may be taxed in the 
second country. The attribution exercise is to be per- 
formed on the footing that one looks for the profits which 
the establishment might be expected to make if it were a 
distinct and separate enterprise engaged in the same or 
similar activities under the same or similar conditions, and 
dealing wholly independently with the enterprise of which 
it is a branch. 

In determining the profits of a permanent establishment, 
a deduction is to be allowed for expenses which are incurred 
for the purposes of the establishment, including executive 
and general administrative expenses so incurred and 
without geographical limitation. It is permissible to 
continue a custom of apportioning total profits to the 
parts of an enterprise but, whatever happens, the same 
method is to be used year by year unless there is good and 
sufficient reason to the contrary. 

These rules are subordinate to special rules for par- 
ticular types of income. No profits are to be attributed to a 
permanent establishment by reason of the mere purchase 
of goods for the enterprise. 

The agreement with France adopts the foregoing rules, 
making it clear that executive and administrative expenses 
are not deductible if they would not be deductible if the 
establishment were a separate enterprise. ‘he agreement 
with Belgium mentions independent dealing, not only with 
the head office, but also with any other enterprise control- 
ling, controlled by or subject to the same common control 
as the head office. Indeed, the whole process of attempting 
to identify branch profits may be subjected to the legis- 
lation of the second country if the reasonable requirements 
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selected for consideration in this article. — 


of the competent authority for full and satisfactory in- 
formation are not met. This appears to be a retrograde — . 
development, although there is the safeguard of a reference — 
in the ‘fair treatment’ article which precludes more onerous 
treatment of first country enterprises in the shape of their — 
branches than is applied to second country indigenous 
enterprises 
In the case of the German agreement, provision is made 
for taxing by the second country of a partner resident in the © 
first country, on his share of the profits of a permanent — . 
establishment of the partnership in the second country. So — 
far as the Netherlands is concerned, the ‘apportionment’  . 
method previously in force is validated only as regards life _ 
assurance business. Luxembourg is precluded from im- ca 
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convention with Italy antedates the OECD model and  - 
embodies the ‘colonial’ reference to the deduction of Se 
expenses reasonably attributable to the permanent estab- 
lishment. E 
Personal services EC 


^ 


The model article proposes that income derived by a | 
resident of the first country in respect of professional  . 
services or other independent activities of a similar character — 
are to be taxable only in the first country unless he has a 
fixed base regularly available to him in the second for the — 
purpose of performing his activities — in which event only . . 
so much of the income may be taxed as is attributable to 1 
that fixed base. Special mention is made of independent 1 
scientific, literary, artistic, educational or teaching activities — X 
as being included with professional services, together with 
the independent activities of physicians, lawyers, engineers, — 
architects, dentists and accountants. MR 

The reference to a fixed base is absent in the agreement — 
with Italy. In France the definition of ‘independent — 
personal activities’ means all the activities — other than 
commercial, industrial or agricultural activities — carried | 
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general exclusion which permits the second country to tax — 
income derived by public entertainers and athletes in — — 
respect of activities exercised in that country. 

Also taxable in the second country are directors' fees and 
similar payments derived by a resident of the first country 
in his capacity as a member of the board of directors of a 
company which is a resident of the second. ‘The Nether- 
lands agreement specifies the capacities of Commissaris and 
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B. -Bestuurder in lieu of aab but the fixed salary bf a a 
m . Bestuurder is not treated as director's remuneration. 

E Belgium likewise distinguishes day-to-day functional 
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— — rewards. Otherwise, the usual approach is to assimilate a 
BE Eereetoretip to an employment. 

C The OECD model permits taxation, in the second 
— A country, of remuneration derived from employment 
. .. exercized there by a resident of the first. However, no 
B . ‘second country’ liability should arise if the duration of the 
—— . employment does not exceed 183 days in the fiscal year of 
E - that country, and if other conditions are satisfied. ‘The 


E s Luxembourg agreement follows the model by requiring that 
= the remuneration be paid by or on behalf of a non-resident 


E - employer and that it be not borne by a permanent estab- 
E lishment or fixed base (of the paying enterprise) in the 
= — second country. 

E The position of a director or employer seeking the 
T: . protection of the Italian convention is subject to more 
— -— stringent regulations which look to the services performed 


E E and which require taxation in the first country. On the other 
Dono. it appears possible to escape the requirement that the 
services be performed on behalf of an Italian or United 
"ES adom employer respectively, provided that the pro- 
; EC - fessional man has no office or fixed base in the United 
E . Kingdom (or Italy, in the converse case). 












. Pensions and Kev 


E E. The general rule for pensions is that they are to be taxed 
E E in the country in which the former employee is 
— — resident, This rule extends to pensions in respect of services 
OM . rendered i in connection with any trade or business carried 
= en by one of the countries or a political subdivision or a 
MN. oo local authority. However, the right to tax pensions emanat- 
EC w ing from other state service is reserved to the paying 
E S. country. This puts them on the same footing as remunera- 
Eo tion paid by, or out of funds created by, such a govern- 
mental authority. 
a 4 . Inthe case of the agreement with the Federal Republic of 
_ Germany, the rule is qualified by the proviso ‘unless the 
P . payment is made to a national of the United Kingdom who 
= LOR -is not also a German national’. Problems of nationality are 
am judged according to the rules of a separate branch of the 
law, the difficulties of which appear from the case of 
Oppenheimer v. Cattermole (The Accountant, August 24th) 
and Medini v. Whimster (The Times, November 3oth). 
"The German convention is also one of those which contains 
a reference to an ‘annuity’, meaning a stated sum payable 
. Be rodically at stated times during life or during a specified 
5 -. 0r ascertainable period of time, under an obligation to make 
E — the payments in return for adequate and full consideration 
| "d 1 _ in money or money’s worth. Its tax treatment is assimilated 
to that of non-governmental pensions. 
E = France and the United Kingdom grant reciprocal 
74 E exemption for war disability pensions exempt in the paying 
3 = . country. Italy accords governmental status to emoluments 
— . of Imperial War Graves Commission personnel. Another 
al -~ feature found in the agreements, but not in the model, is 
— .—. exemption from tax in the second country of visiting 
teachers remunerated during a period of temporary 
absence from the first country. Moreover, the OECD model 
proposed exemption (in the second country) of remittances 
derived outside the second country and effected solely for 


g 
Ay 


EX 


a nx Sol 
crn P 
Eh 


EN, JACO mn = D 
eT Te 
ie d 272 (Pu E K 

. t ir. 








the maintenance, edt cati or aoig of à a ideat or 
business apprentice from the first country. 


Mitigation of tax burden 


An instance of true relief from double taxation occurs in the 
Luxembourg article, which envisages the possibility of the 
same profits being taxed in the second country as apper- 
taining to a permanent establishment by reference to ‘arm’s 
length' criteria and in the first country because they are 
dealt with as head office profits. The onus is on the first 
country to grant relief for the tax levied in the second 
country. More generally, it is provided that tax payable 
directly or by deduction on the profits, income or charge- 
able gains from sources within the second country is to be 
credited against the first country tax on the same subject- 
matter by reference to which the second country tax is 
calculated. Nevertheless, the underlying tax on company 
profits is excepted and subject to special rules in different 
circumstances. 

Under the arrangements with France, withholding tax of 
15 per cent is deducted from dividends paid to companies 
which control less than 10 per cent of the voting power or 
paid to individuals. Such recipients taxable in the United 
Kingdom are eligible for the avoir fiscal (cash tax credit) 
with alternative entitlement to refund of the précompte 
(advance corporation tax). Control by a company of ro per 
cent or more causes the withholding tax to be limited to 5 
per cent. Withholding tax is not subject to either level of 
restriction where dividends are connected with a per- 
manent establishment and the profits of that establishment 
itself may be subjected to a withholding tax not exceeding 
10 per cent of net profits. 

It may be noted that the avoir fiscal is not payable to 
companies controlling less than 10 per cent of the voting 
power which nevertheless qualify for United Kingdom 
credit relief in respect of underlying French tax by virtue 
of the provisions of section 83 of the Finance Act 1972 
which protects shrinking holdings. 

The relationship of corporate profits to shareholders’ 
receipts is one of the most tricky aspects of tax law, and for 
this reason it is necessary to examine the position of the 
parties concerned in relation to their circumstances and the 
treaty in question. The remarks above relating to France 
serve to indicate some of the possible complexities. It is 
usual to find that the treatment of interest, royalties and 
capital gains are also governed by detailed rules. 


Personal allowances 


The possibility of extracting a fine shade of meaning from 
the precise wording of a particular convention — more 
particularly, of a slight change in the terms of an amended 
convention — appears from the proceedings in Strathalmond 
v. CIR ([1972] TR 171). The case concerned the meaning 
of the expression ‘resident of the United Kingdom’ and in 
the High Court the Vice-Chancellor, Sir John Pennycuick, 
ruled that this had to be interpreted in accordance with the 
definition clause in the introductory articles. 

‘This may be borne in mind when considering the typical 
rule that individuals who are residents of the European 
country are to be entitled to the same personal allowances, 
reliefs and reductions for the purposes of United Kingdom 





JESL 
i Nr ay - w » 
D ¥, ve DX vi ^ x y. AMT V ue "s * abe - = 
| Na C1 pe anh’) AED SDE gel AMES > Ct TR RE Mae X 
p -E " ga. 7 = SCORE, v he, xS EDS OG ATIA aL 
Ee ae Le Aes, " ) T Do LO VE 
2 am > his ~~ + " - j AG LE E 4 X 


H "f. 
CNET 









Ja 


income tax as British subjects not resident in the United 
Kingdom. This would normally involve relief under 
section 27 of the Taxes Act 1970, whereby allowances are 
restricted to reflect the proportion of British taxable 
income to world income and the complications that can 


British Companies and 
the Harmonization of 


EEC Laws 


by J. P. GRENSIDE, F.C.A. 


HE EEC Commission's proposals for harmonization of 

company law are of particular significance to the UK 
because of the importance of the company sector and the securi- 
ties markets in the British economy. Moreover, the manner in 
which companies are conducted and regulated is important 
from both economic and social standpoints. The code of com- 
pany law developed now will set the pattern for the future, and 
once adopted will not be easily changed. 

Broadly, implementation of the aims of the ‘Treaty of Rome 
is either by ‘regulations’ which are of general application, bind- 
ing in every respect and having direct force of law in every 
member state, or by ‘directives’ which are binding on every 
member state to which they are addressed as regards the result 
to be achieved, but leaving the introduction of appropriate 
legislation to the discretion of the national authorities. The 
Articles of the Rome Treaty calling for harmonization of 
company law are in the main being implemented by directives. 

It is the task of the Commission to draft proposals for direc- 
tives, which after consultation with the Economic and Social 
Committee and the European Parliament are submitted to the 
Council of Ministers for approval and promulgation. Although 
the Rome Treaty provides for decisions to be taken on a qualified 
majority, it has been the Council's practice to seek unanimity. 
It would not be surprising, however, if some were to argue that 
in the context of the enlarged Council, this practice would 
inhibit decision-taking. Even if it were to continue, it may be 
imagined there would be considerable pressure on a single 
dissentient to conform to the views of other member states 
unless he could show that his country's interests were vitally 
imperilled. 


Continental philosophy 


The Commission's proposals have up to now been significantly 
influenced by German and French thinking and have been 
developed against the background of philosophies, corporate 
regulations and financial environments which are in many 
respects materially different from those of the UK. 

There are fundamental differences between British law and 
the legal systems of the Continental member states. In the field 
of corporate regulation we find a detailed prescriptive approach 
particularly in the German and French commercial codes and 
the plan comptable. Public interest in the securities markets is 
not so widespread on the Continent as in Britain, and the 
requirements of most European Stock Exchanges as regards 





The substance of a paper delivered to the recent conference on “The 
British Company in Europe’ (The Accountant, December 14th, 1972). 





arise in practice were illustrated by the case of CIR v. — 
Watts (38 TC 146; 37 ATC 301) where Wynn-Parry, J, — 
ruled that notional credit for double taxation relief should — 





not be introduced when considering the application of this - > 
rule of law to income from a Belgian directorship. SÉ 
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quotation, the provision of financial information and indepen- 
dent audit are less stringent than those of London. An interest- 
ing feature is, however, the gradual emergence and growing | 
influence of SEC-type regulatory bodies in some member | 
states. E 
European company law places considerable emphasis on the _ 


protection of creditors but financial reporting to the public is, - 
apart from the large international groups, usually less sophisti- —. 
cated and meaningful than in the UK. In many European - 
countries the preparation of financial statements (other than for _ 
internal management purposes) tends to be more influenced  - 
by taxation than commercial considerations. Fully-audited _ 
consolidated accounts including overseas as well as domestic” 
subsidiaries, with important disclosures such as the results of | 
diversified activities and the market value of quoted and 
unquoted investments, are the exception rather than the rule. <B 

Clearly there is a need for harmonization if a unified capital 
market, which is an essential element in the Community’s H 
industrial policy, is to be developed. The UK should welcome ~ 
and assist the Commission's efforts to achieve this end. B 

So far only the first company law directive has been promul- 
gated. This seeks to modify the ultra vires doctrine in favour of 
a person dealing with a company in good faith, and imposes - 
personal liability for pre-incorporation contracts. The directive 
also contains provisions in regard to the publication of infor- ~ 
mation by companies and requires the Registrar of Companies to - 


cause the Gazette to publish notice of every statutory return or - 
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notification received by him from companies. Some of the — 
publication requirements are rather burdensome and there are, — 
I believe, lawyers who have doubts as to whether the ultra vires | 
objective is in fact achieved. E. 

More important are draft proposals for further directives, - 
which include; E. 

Second directive — share issues and the maintenance of capital; $ : 


Third directive — national mergers; E 
Fourth directive — form and content of annual accounts; and — 
Fifth directive — structure and management of companies. E 


In addition draft directives concerning prospectuses, trans- 
national mergers, and groups of companies have been issued or 
are in an advanced stage of preparation. Draft statutes for the 
European Company (‘Societas Europea’) were published some 
time ago, and the Commission is working on proposals for the 
regulation of insurance companies and a common insolvency 
convention. Quite a programme! 

It appears that the first and fourth directives would cover all 
companies, but that the second, third and fifth are aimed at 
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= the equivalent of the UK's public companies and may not 
~ extend to our private companies. This point has yet to be 
= Clarified, but is of major significance in the case of the second 
- draft directive which calls for a minimum share capital of some 
=  £10,000-so that UK private companies, unless exempted, 
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-if they were subject to the more strenuous provisions which are 
B clearly intended for larger public type companies. 

_ The third draft directive only deals with a type of merger 
— — called a ‘fusion’, its nearest UK equivalent being a scheme under 
- section 208 of the Companies Act 1948. I believe the Commis- 
V. sion's officials accept that the proposed procedures, which are 
- — éumabersome, provide elaborate safeguards for creditors and 
B r consultation with workers' representatives, would not 
~ — be suitable for the robust and competitive character of public 
- — company take-overs as known in the UK. 













— Annual accounts 

= The fourth draft directive, which is concerned with the format 
~ and content of annual accounts, is of major importance. If I 
---. may seem critical in some of my comments, this is not because 
— — I do not welcome the concept, but rather because I believe it 
— . merits the closest examination before it is possible to be satisfied 
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Whi 
` has not in the past found favour with the UK accountancy 
| profession, I believe it may have merit, provided that there is 
—— sufficient flexibility to deal with companies whose circumstances 
E .. require departure in the interests of clarity. 

—— I am, however, unable to support the proposal in so far as, 
- although possibly inadvertently, it makes the ‘true and fair 
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— view’ concept subservient to a prescriptive approach. Although 


— — itis stated in the accompanying explanatory memorandum that 
- where the form laid down does not give ‘an adequate picture of 
_ the actual situation of the undertaking supplementary comment- 
E. dry must be given in the notes', this could hardly lead to clarity 
= n presentation. It is essential that the emphasis be changed to 
— make the ‘true and fair view’ paramount. 
= As you well know, British legislation, whilst laying down 
_ minimum standards for disclosure and calling for a ‘true and fair 
| view’, does not contain accounting rules — which have been left 
__ to evolve by agreement between the accountancy profession and 
_ . the business community. This procedure does not, however, 
~ accord with several other member states who are accustomed 
— to the sort of valuation rules proposed being inscribed in law. 
~ .. But, since the valuation rules are clearly incomplete, it has to be 
`. asked who will be responsible for the evolution of further rules — 
|. .. a new directive, the business world, or the accountancy profes- 
— Sion? And how are the changes which will be demanded by the 
passage of time and new philosophies to be effected? 
_ All this is of critical importance to the UK, where government 
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and the business community have encouraged the accountancy 
profession to take a vigorous lead in advancing accounting 
standards and reducing the areas of difference in practice. The 
valuation rules in section 7 of the proposed directive threaten 
to halt this campaign of self-improvement unless they can be 
modified to give tolerance to systems like the British. 

The effect is to establish a limited list of accounting principles 
from which member states, and in many instances companies 
within them, may choose a variety of legally approved accounting 
methods. This procedure has four drawbacks: 


(a) it is a static response to a dynamic problem; 

(b) it invests with the authority of law a number of accounting 
principles of doubtful validity ; 

(c) it omits or ignores major accounting principles for which 
there is powerful authoritative support; and 

(d)it prejudices any movement to narrow the choice of ac- 
counting principles. i 


As regards authorizing accounting principles of doubtful 
validity, the treatment of inventories, one of the most significant 
of all balance sheet items forcefully illustrates the point. A wide 
choice of bases will be legally sanctioned. In valuing inventories 
for balance sheet purposes, companies may choose whether or 
not to include overheads in cost. Where authorized by a member 
state, notional interest on own capital may be regarded as part 
of cost with, presumably, a corresponding credit to profit and 
loss account. Authoritative opinion in Britain considers that 
total omission of indirect costs in inventory valuation is un- 
acceptable in principle, but would not regard notional interest 
as properly includable. 

The rules permit the cost of inventories to be established on 
the LIFO basis, which is widely considered in the U.K. to be 
contrary to sound accounting principle — since, in an era of rising 
prices, it leads to a substantial understatement of assets and in 
effect to the establishment of secret reserves. 

Section 7 fails to establish appropriate accounting principles 
for dealing with some areas of major difficulty whose omission 
must result in failure to achieve any reasonable measure of 
comparability. Apart from group accounts which are to be dealt 
with in another directive, examples include the treatment of 
associated companies (equity accounting), long-term contracts, 
deferred tax, hire-purchase, leasing and rental transactions, 
property development and the conversion of foreign currencies. 

The valuation rules require goodwill, which is not defined but 
will presumably include goodwill arising on acquisitions (unless 
the transaction is dealt with on the pooling basis, which many 
UK authorities reject in all but limited circumstances) to be 
written off over not more than five years. Although this pro- 
cedure is mandatory in certain member states it would have 
serious implications for many UK companies and would 
undoubtedly inhibit mergers and the rationalization of industry. 
Research and development, not defined but probably including 
'start-up costs' must also be written off over not more than five 
years, an arbitrary period which may have no regard to the facts; 
in this case no dividend may be paid unless any unamortized 
research and development expenditure is covered by free 
reserves. 


Common principles 


Enough has been said to show that section 7 in its present 
form will not produce comparability of company accounts 
within member states, may well work against progress towards 
that end in the future, and could even destroy any measure of 
comparability so far achieved. 

The problems of establishing common accounting principles 
throughout the Community should, I suggest, be tackled in an 
orderly manner, step by step, through proper consultation 
amongst the accounting profession and the business community 
of all member states. I advocate that as a first step section 7 
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should be confined to a general statement of principles along the 
lines of SSAP 2! establishing particularly the ‘going concern’, 
‘matching’, ‘consistency’ and ‘prudence’ concepts, and req 
the disclosure of accounting policies; there would, of course, be 
the overriding requirement for accounts to show a true and fair 
view. This would leave member states who wished to do so free 
to establish valuation rules in their national legislation without 
fettering those who prefer to adopt a more progressive approach. 
Meanwhile the Commission should establish as a matter of 
urgency machinery for the development of accounting principles 
throughout the Community after research and exposure along 
the lines of the UK Accounting Standards Steering Com- 
mittee. I accept that such standards will need to be issued under 
the auspices of the Commission, giving them the necessary 
legal status. [t may well be that, in order to raise the standards in 
certain countries, comparatively simple statements in important 
areas could be developed relatively quickly. The kind of 
machinery needed might not be too different from the groupe de 
contact envisaged in the draft directive on prospectuses. 


Publication of accounts 


The draft directive contains: extensive publication require- 
ments which would call for the accounts — 
thereon, and the auditors’ report — of all quoted and large private 
companies to be published in full in the Gazette. This is hardly 
a practical proposition, and superfluous so long as the accounts 
have to be sent to members and filed at a suitable registry within 
acceptable time limits. Even in cases where bearer shares are in 
issue it would seem adequate if the company were required to 
insert a notice in the Gazette, stating that the accounts had been 


filed at the central registry and giving the address. from which " 


they could be obtained, possibly on payment of a nominal fee. 

I should like at this point to refer to the statement issued last 
July by the EEC Accountants Study Group (the groupe d'études) 
concerning certain aspects of the draft fourth directive. Points 
made by this study group which comprises representatives of 
14 professional bodies from the original six member states and 
the three candidate states, included the following: 


Annual accounts should be required to show a true and fair 
view of the results and financial position of a company. 

Departure from the prescribed format of accounts should be 
obligatory if fair presentation demands it. . 

Only qualified auditors, recognized by appropriate national 
authorities, should be empowered to conduct company 
audits. 

Member states should be free (but not obliged) to exempt small 
private companies from statutory audit. 

To overcome possible shortages of qualified auditors, member 
states should be free (but not obliged) to exempt medium- 
sized private companies from statutory audit for a transitional 
period not exceeding ten years. 

The directive dealing with the management structure and audit 
of public companies should come into effect at the same time 
as the provisions of the fourth directive. 

The! appropriate directive should state that a company’s 
directors are responsible for preparing and presenting the 
annual accounts, which should be drawn up on the basis that 
the company is regarded as a going concern for the fore- 
seeable future. 

Companies with subsidiaries should be required to prepare 
consolidated accounts. 


I hope that a unanimous statement of this kind will je of 
assistance to the Department of Trade and Industry in its 
discussions with the Commission’s officials. But in the ultimate 
it is the political decisions which will count. 

The fifth draft directive, which covers the structure and man- 
agement of companies, has recently been published but is only 
avallable in French and has not yet been studied in depth; 
1 Statement of Standard Accounting Practice No. 2 ~ ‘Disclosure of 
Accounting Policies! (The Accountant, November 4th, 1971). | 

L| 
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including the notes | 
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it applies to the AG and SA class of company, so that presumably 
it will not affect our small companies. It contains many concepts 
novel to the UK and I will mention some of them. 

There are to be three organs; the general meeting of share- 
holders; the supervisory board which is appointed by the 
shareholders, and the management board which is appointed 
by the supervisory board. Workers may appoint one-third of the 
supervisory board when there are more than 500 employees. 
A member of the supervisory board cannot be a member of the 
management board, nor a member of more than 1o supervisory 
boards. 

Approval of the supervisory board is required for major 
policy decisions, and it must meet at least quarterly. Draft 
accounts are to be laid before the supervisory board within three 
months of the company's year end. 

Auditors, who must be independent and authorized by 
national authorities, are to be appointed by shareholders for a 
term of six years. The auditors' report is to state whether the 
accounts are in accordance with directives and law, and must 
include a statement about any facts which constitute a grave 
danger to the company’s financial position. There is consider- 
able exposure for members of both boards and for the auditors 
to legal action by shareholders and creditors, without limit as to 
amount but within three years as to time. 

Incidentally, I am glad to say that it is left to member states 
to decide whether independence should require the auditor to 


'be precluded from carrying out management services on behalf 


of audit clients. It had at one time been feared that a restrictive 
concept of this nature might be mandatory [The Accountant, 
August 12th, 1971]. 

I said at the beginning, and I make no apology for repeating, 
that the Commission's proposals for harmonization of company 
law are of immense significance to the financial and business 
community in the UK. Although arrangements exist as an 
integral part of the Accession T'reaty for the consideration of the 
views of newly joining member states, it is inescapable that such 
consultation will take place against the background of proposals 
which are the result of prolonged deliberation by the Commis- 
sion and after discussion with representatives of the original 
Six whose philosophy and approach may often be significantly 
different from those of the UK. 


Effective dialogue 


I do not want to give the impression that the Commission's 
line should be resisted just because it departs in some respects 
from UK practice. All the proposals made deserve serious study, 

and many of their novel features will be found to have merit. 
I believe, however, that it is imperative to develop an effective 
dialogue between the UK. Government and the Commission 
with the purpose of influencing the pattern of these and other 
directives, before ideas which were formulated without regard 
to the experience and needs of the UK become crystallized to 
a point where changes are politically impracticable. Companies' 
legislation on this scale would normally only be introduced in 
the UK on the basis of a report by a Royal Commission followed 
by full parliamentary debate. 

It remains to be seen whether it will prove feasible to synthe- 
size the best of the philosophies of the original Six with the best 
of those of the newly joining member states, or whether the most 
that can be achieved will be the elimination or modification of 
those features which present insuperable problems for particular 
member states. I most strongly urge that there should not be a 
descent to the lowest common denominator which would 
undoubtedly erode the standards of the more progressive 
countries. A unique opportunity exists to formulate a code of 
corporate regulations which would be of immense benefit to the 
enlarged Community in the development of its industrial policy. 
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by R. J. NIEHUS, Wirtschaftsprüfer und Steuerberater 


Deloitte, Haskins & Sells, Düsseldorf 


UBLIC accounting in Germany had its origin in the | 


late roth century. At that time, German banks formed 
so-called Treuhandgesellschaften which were engaged to 
audit the financial statements of their creditors, in parti- 


‘cular issuers of industrial bonds. ` ; 


Although several of the German accounting firms still 
existing to this day date back to that time, it may be said 
that, nevertheless, the legal foundation of the accounting 
profession was the President’s Decree for statutory audits 
of publicly-owned companies and banks in November 
1931. The German Institute (Institut der Wirtschaftspriifer 
in Deutschland e.V.) was formed at this time and last year 
celebrated its 4oth anniversary. | 


^ ,Uniform professional law 
. After the Second World War, it took some time, on account 
of. the federal structure imposed on Western Germany, 
before:a new uniform professional law for all of the 


Federal Republic of. Western Germany could be enacted. 
Since 1961, we have the Wirtschaftsprüferordnung, a.law 
which regulates in detail the functions, duties, and responsi- 
bilities of the German Wirtschaftsprüfer. 


^^.Audits of the financial statements of the following 


companies are the exclusive prerogative of the Wirt- 


schaftsprüfer : 


in . Akttengeselischaften and Kommanditgesellschaften auf Aktien 


(Stock corporations and partnerships limited by shares) 
Insurance companies - 
Private buildings and loan associations 
Banks regardless of how organized, including branches of 

foreign banks | l 
Saving institutions 
Co-operatives 

Public utilities. 


The latest statistics available indicate that there were 


approximately 30,000 entities subject to audit in Germany. 


, Besides the Aktiengesellschaft (stock corporation) there 
is the GmbH (Gesellschaft. mit beschränkter Haftung) as the 
second form of a limited liability company. Its formation 


‘is relatively easy. Only two incorporators are required, as 
. contrasted to five in the case of an AG. On principle, a 


GmbH is not subject to audit and it does not have to 


publish its financial statements. 


. Asurvey conducted by the German Institute in connec- 
tion with the discussions that presently are under way about 


. ,areform of the GmbH-law, which law dates back to 1900, 


came to the result that nearly go per cent or more of all 


GmbH are either audited by German Wirtschaftsprüfer or 
. in some other way looked after by them. 


Furthermore, it is perhaps of interest to note that when 
Germany in 1969 introduced a so-called Publizitdtsgesetz 
(law relating to the publication of financial statements of 
certain enterprises), it developed that all of these enter- 


prises - approximately one hundred and twenty — whi 


now became subject to statutory audit by virtue of the ne 
law, had for many years past been audited by Witt 
schaftsprüfer on a voluntary basis. | 

For practical purposes, Aktiengesellschaften (stock cor- 
porations), all banks including branches of foreign. banks 
and the so-called ‘large enterprises’ regardless of organi- 
zational form have to publish their balance sheet and 
statement of income, together with the certificate of|a 
German Wirtschaftsprüfer. 

A ‘large’ enterprise is subject to statutory audit and 
subsequent publication of its financial statements — or, to. 
be more exact, the filing of its financial statements with the 
commercial registrar — if it meets two of the thrée following . 
criteria: | 

Annual sales in excess of DM.250,000,000; 

Net assets in excess of DM.125,000,000; 

Average number of employees 5,000. 


Incorporated practices 


In Germany, differing perhaps from a great number of 
other countries, auditing firms may be incorporated; the 
shareholders of a German auditing firm may be non- 
Wirtschaftsprüfer. They may even be non-residents, or 
non-Germans for that matter. However, management of | 
the auditing company (der Vorstand in the case of an AG; - 
or Geschäftsführung in the case of a GmbH) must be by 
Wirtschaftspriifer or by members of certain other profes- 
sions. They need not necessarily be German nationals, but 
they must be residents of Germany. 

The Chamber of Wirtschaftsprüfer reviews the company's 
articles of incorporation to ascertain that they conform to 
professional standards, and then the State Government 
issues the licence to practise-as Wirtschaftsprüfungsgesell- - 
Schaft. Shares of a Wirtschaftspriifungs-Aktiengesellschaft 
in practice cannot be listed at a stock exchange. i 

How does one become a German Wirtschaftsprüfer? This 
is regulated in detail by the aforementioned Wirt- 
schaftsprüferordnung. On principle, study at a university 
is required, followed by six years of practice, four of which 
must be served with a German Wirtschaftsprüfer, or at least 
two with a Wirtschaftsprüfer and two with another profes- 
sion, such as a tax consultant. In the case of non-university 
graduates, the period of service prior to admission to the 
Wirtschaftsprüfer examination is ten years. Plans are 
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presently under discussion.to reduce this period to eight 
years. bs ge 
The examination proper consists of a thesis which 
usually comprises 60 pages and must be written in eight 
weeks. In addition, three written tests lasting four to five 
hours are conducted: 

accounting and business economics; 

taxes; and 

business law. 

Finally, an oral examination has to be passed (it takes 
about 60 minutes). The candidate is presented, approxi- 
mately half an hour before the oral test, with three subjects 
from which he may choose one on which he then has to 
speak for ten minutes before the oral examination proper 
starts. 

A German Wirtschaftsprüfer loses his qualification if he 
assumes a position with industry and commerce. If he 
re-enters the profession, the Board of Admission must 
determine to which extent he has to undergo an examination 
again. Likewise, he cannot become a partner (even a non- 
executive or sleeping partner) in an industrial or commercial 
firm, nor take part in the management. However, he may 
serve on the Aufsichtsrat (board of directors) of a company, 
because an Aufsichtsrat under German law has purely 
supervisory and no management functions. But he cannot 
act as auditor of this company at the same time. 

As may be seen from the foregoing rather rigorous 
demands, a staff member of a professional firm will sit for 
the Wirtschaftspriifer examination 1n Germany only 1f he 
is more or less certain that he will stay in it for the rest of his 
life, for all practical purposes; that is, if he is relatively 
certain to become a partner or Geschäftsführer, or if he 
wants to go into practice on his own. At present, there are 
approximately 3,200 Wirtschaftsprilfer (including Wirt- 
schaftsprüfungs, both companies and partnerships). The 
accounting profession in Germany employs approximately 
20,000: people as non- Wirtschaftsprüfer. ` 


Rights of audience | 


The German Wirtschaftspriifer is licensed to represent his 
clients in the District Tax Courts as well as in the Federal 
Tax Court in Munich. The significance of this aspect of the 
professional activities of the German Wirtschaftspriifer 
may be seen in the fact that approximately 60 per cent also 
hold the title of Steuerberater (tax consultant). It may be 
said that the tax advisory service constitutes a substantial 
portion of the work performed by the German Wirt- 
schaftsprüfer. The accounting profession is further author- 
ized to render legal services provided, of course, that such 
advice is related to the functions usually performed by the 
Wirtschaftspriifer. Such functions related to legal advice, 
for instance, would almost certainly be expected from him 
in the case of mergers. 

In addition to the Wirtschaftspriifer, there are two other 
professions which attend exclusively to tax matters: the 
above-mentioned Steuerberater — approximately 5,300 
members, mostly university-trained - and the Steuer- 
bevollmächtiger ~ approximately 22,000 members, mostly 
not university-trained and for all practical purposes usually 
attending to smaller businesses as sole practitioners. A law 
has justibeen passed to merge the two accounting pro- 
fessions into one. 
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Every German Wirtschaftspriifer and Wirtschaftspriifer- 
firm must be a member of the Wirtschaftspriiferkammer 
(Chamber of Wirtschaftsprüfer). Under the professional 


code of ethics the Wirtschaftspriifer must be truly inde- 


pendent; conspicuously absent from the code is the express 
rule that the Wirtschaftsprilfer may not own any shares in 
his client company. This in no way means that he may bea 
shareholder or in any other way related to his client com- 
pany. This follows from the overriding rule of independ- 
ence, which in its final analysis is a state of mind. This 
rule — and in my opinion rightfully — was realized by the 
legislator. The Wirtschaftsprüfer must really feel himself 
independent when passing his judgement. 

Naturally, a Wirtschaftsprüfer may not advertise in any 
way or form. For instance, when he writes an. article or 
gives a speech, he must do so only under his own name; 
however, a reference to the firm he belongs to 1s permitted 
since July 1972, when revised rules for professional conduct 









Taxation 
Case 


Sargent v. Eayrs - 

In the High Court of Justice (Chancery Division) 
November 2oth, 1972 

(Before Mr Justice GorFF) 


Income tax — Farming — Visit to Australia to investigate con- 
ditions — With view to emigration and buying a farm there — 
Expenditure of taxpayer and wife — Whether deductible — Finance 
Act 1941, section 10 — Income Tax Act 1952, sections 124, 152, 
Schedule D Case V.. | 

The taxpayer, carrying on a farming business in the United 
Kingdom, and his wife, visited Western Australia to investigate 
farming conditions and with a view to emigration and buying 
a farm there. He contended that the expenses incurred by both 
himself and his wife were deductible in computing the amount 
of his assessment under Case I of Schedule D. The General 
Commissioners decided that the expenditure relating to the 
wife could not be deductible; but that in so far as it was attribut- 
able to the taxpayer himself it ought to be allowed as expenditure 


. on ‘an extension of farming activity’. 


For the Revenue it was contended that no part was deductible, 
because (1) while farming in the United Kingdom was a trade, 
and the farmer was assessable accordingly on all the profits, 
profits arising from farming outside the United Kingdom were 
assessable under Case V of Schedule D as income from a foreign 
possession, and the tax was levied upon income remitted to this 
country; (2) the expenditure was capital expenditure, being for 
the purpose of setting up a new or extended business. The 
second of these contentions was made by a notice when the case 
reached the High Court. — 

Held (reversing the decision of the General Commissioners): 
none of the expenditure in question was deductible. 


Ln sits 


Sox epr LL d 


- were e nibni The sade ode among. ohe things, 
J “the size of his,door-plate and of his seal."  . 


ane has certain regulatory. powers. In case of. violation ' 
of the professional rules of conduct and ethics, the Chamber 
s rae) is empowered to ieee a member by: .- | 
dua : “o rebuke; ` 

«reprimand, 

fine of up to DM. 10,000; Or 

expulsion from the profession. 
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7 E Réciprocal accreditation ` 


On, principle, not only Germans but also noncceriane 
>. may be admitted to the Wirtschaftsprüfer profession pro- 
ja ^, vided that the laws of the various countries grant reci- 
j , procity 

Regarding co-operation with foreign Wirtschaftsprü er, 
I mentioned above that anybody may.form a GmbH. 
"However, it will be recognized as a Wirtschaftsprüfungs- 


"Again, also non- Wirtschaftsprüfer such as lawyers, etc., 
” may act as Geschäftsführer upon special exemption having 
been. obtained. A partnership with non-German Wirt- 

Béhaf prier at'present is possible in .exceptional cases 


7... MANAGEMENT INFORMATION 


~ 


Nits growth from a small organization easily.controlled.by a 
single person to- one employing several tens of thousands of 

^. employees in a number of geographical locations, a business 

: passes through a number of different organizational and control 
‘forms. Growth stretches an existing method of controlling the 
|. organization to such an extent that it has to give way to different 

A ‘methods. The. breaking point may be delayed by having at.the 
“top an extremely forceful, able manager .or group of managers, 
, but, sooner or later that point will be reached. 

- "The consequential upheaval in the organization will prove 
até be.a most traumatic experience for most managers. Whether 
_, thé change is promoted by. outside consultants or by a group 
io T, within the company, there are likely to be radical alterations in 
...*, ; people's responsibilities, lines of communication and control, 
^ e " and relative status — changes which tend to disorientate the 
D ' manager so that he has to grow new roots in a new environment. 

“These crisis stages in the growth of a company deserve 

:, greater attention. How do, they affect profitability? The possi- 

_>bility that the approaching managerial crisis reduces’ profit- 
.. ability is a real one, but further research is required into this 

.aspect. Can the identification of the approaching crisis. point 

‘enable the transition from, one stage to another to be ac- 

odd less painfully? If it can, then management should 

. be able to prescribe the remedies for each crisis point and turn 
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"Under the professional rules, : the Wirtschaftsprüfer- Dn 


é oeelliciaft only if the Geschäftsführer are Wirtschaftsprüfer. - 


the creanizations! change into an opportunity for further | 
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qn that a ig enor been cranes: fiom E 


^ Wirtschaftspriiferkammer and - perhaps, even more: import», 
ant — reciprocity is granted by the professional law-or rules; 


of the respective foreign country. s 


A „German Wirtschaftspriifer, with’ the consent of the [ 
Chamber, may act as representative or even a partrier of a 
foreign public accounting firm and, for instance, may put ` 


' up a doorplate to that effect. He may also enter into a so- 


called correspondence agreement only, and indicate this- 
on his stationery in an ‘unobtrusive manner’, as the pro- 
fessional code puts it. 

While the Chamber supervises ind fenis the pro- 
fession, the Institute, which is organized as a private 
association, primarily deals with the development of 
accounting principles and auditing standards. Its main. 


organ is the Hauptfachausschuss (HfA, or . accounting - 


principles committee) and its various sub-committees 
dealing with matters of bank accounting and auditing, 
EDP, civil liability, taxes and internationa] co-operation. 

The Institute has published numerous opinions (F achgut- 
achten) and statements (Stellungnahmen). It is regularly 
consulted by the government when it comes to public’ 
hearings about new accounting and tax laws. In, this way 
it has vastly influenced accounting practice in Germany. 





.. Crisis Stages in Corporate Development | 


Larry E. Greiner in an article entitled 'Evolution and Revolu- 
tion as Organizations Grow’, which appeared in the July/August ` 
edition of the Harvard Business Review, argues that the clues to 
a company's a lie within its own organization - and its 
evolving stages of development. If the organization’s develop- 
ment problems are not understood by management then there is . 
a real possibility that the company will become frozen at its . 
present stage of development and progress no further. 


"Two types of development can be identified: © `- 

(a) Evolutionary development being prolonged periods, of 
growth when no major upheaval takes place in orgántzation 
practices. 


(b) Revolutionary development being relatively short periods of 
substantial upheaval in the organization. 


A. company passes through a sequence of the above: oeruds 
of relative calm being succeeded by violent upheaval until the 
organization once more falls back into a relatively stable 
situation, a cycle which might be repeated a number of times in 
a company's history. . : 
Key factors for development. à S Bu 

Mr Greiner identifies key factors which are essential for con- 
structing. a model of ‘organizational development. They are: 


(a) Ae of the ere. Management problems and 
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S another period of time. ‘Time also mattus ee Vise TUM MA. Be A eo S 
i | tionalizes managerial’ attitudes, mang a agahan wes pe a ae el a eee E ; 
JF D "= employee behaviour. not ‘only. more. ^. ,].. Gul Vm io: coU ae tp ^ Collaboration : 
. predictable - ‘but: also more.. : difficult to mE X Xm X QUAM a. E REA A 
() Sie v cine "The number of LIE NOH ERE GEL OE 
employees and volume ‘of work markedly . ` [| - Gu P M. 
affect change in a company's problems. ` 
Co-ordination and communication become 
E major problems, levels of management ;: x 
multiply, and jobs becomé more inter-.. uv 
related. s s 


, © Stages of evolution. As the business i increases Size 
‘in size and age, periods of revolutionary M 
‘upsets: are likely to be followed by sustained `~- 
periods of stable development. Only ^; 


_ we 
a 







Period of 
l Co-ordination’ "|" 





Ss modest adjustments are'required to main- i: ‘Delegation Period: . 
" tain.growth within the ` same manageri, " is 
., framework. , B ` à 
à Stages of révolution. ‘The case » histories of E 
companies reveal periods of substantial. 
riods of upset when existing managerial: ` ) 
‘practices begin to break down and manage- z : 





, . `- ment seeks.new ways of conducting its 
‘|. affairs. ‘Ways: which may represent con- | 
"ailerable upheavals not only for: the 
organization -but also for the individuals 


mem that organization. 


(6 Growth rate of the industry. The duradon 
of the evolutionary periods. depends upon. 
: the rate of growth in the industry and.. 
'"' ‘the ease with which profits can be earned.” ' Small | 
|, Rapid expansion will obviously bring on ^. ^ . Sores ae See = ane 
-+ ‘ crisis periods more frequently — but this : i aie WP NN be ae D E a d 
may be delayed if profits are not difficult —. - ug acd ue. i 2 on F 


' t ree 2 i 
Leadership . ` i 
, Crisis: \- 





H t ' DN * a i ` 
^, Growth through Direction > ` 








to earn, since this can mask the’ difficulties |0  . , S u 25 E ME EU E qr au 
in pean (He organization, BU CE OM. "esi ^ eee ek E a LE ae a= E NE 
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Phase: of iiw 2. 4 q. 4s ee ee sas Creativity and the leadership t crisis 


Each evolutionary - phase in the growth of the organization is "The early life of a company is usually a period of iu. v The 

'- characterized by a different management style; a style appro- _ people involved are directly concerned with making thé original 
priate to the requirements of size, and which-has been evolved purpose of thé business a reality. Communication between the 
from the previous revolutionary phase. These stages and. the , ‘small group is frequent. ‘Management works long hours and has 

. managerial crisis which is likely to trigger off the revolutionary- direct connection with the market and technical aspects. ^... — 
| phase until the new level is reached, are shown in figure 1. The . ~ As the size increases the informal information system. begins 
mabsgerial characteristics of each stage are shown i in 1 figure 2. ^. to break . down and management, instead of ae Suecuy 

Le tee : ‘MANAGERIAL STYLE “AT EACH H PHASE OF GROWTH : k ag e 
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,, Phase 2 o pun, cs Phase 4 . Phase.6. =; 


Mansosi reni focus BL Make.and sell — ' | Effi iciency of opera-: Expansion of market Consolidation of Problem solving and . 
| aM i ps tions E B Pp . organization ‘Innovation 


Organization structure — — - ormal | ^ co Centralized: 'and . | Decentralized and |-Line-staff ' and Matrix of teáms 
| | i ERE E LN ri functional " E ceearapnicel te o y " product groups , NOMEN, 
.. Top ma lágement style | TE E an ative +. i à? -Watching tam * Participative uo; 


Control s stem '. o TER Plans and invest--| Mutual goal setting 
E | prog E wur A ee f n i E s us AH. ment centres x dp Ps 


m 





Massen: reward emphasis Ownership... > |- Salary and: ment individual bonus .: Profit- sharing and | Team. bonus 
"ro Eos x we mes e sibus sp increases* tbe. © teen d epok optlong ae l 
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s Beja oR $ :7 DES SEY g Tta we " i a E bp z WU. A. [NES E S ENS MUR PTS E M : 
d Ge c ct 4. Ld s " ACCOUNTANT | GC Sagres lle Diddnuary 4th, 1973:. 
ieee in: ide o dy operations finds. more T more of its Figure. 3. TO Ee t FEM ULM XE C CT 
: ‘time’ taken up ‘with: unwanted managerial responsibilities. At WTH P FI B uty Ti 
this point a crisis ‘of leadership arises and a strong character | STAG ES OF GRO AND RO TA | ^ 


LUE "usually emerges who can intróduce the necessary skills' and who : : "Ax n 


3# . z we 


Cani pull together ahd direct the organization. : "L1" DI a rn er oe re a a ee 
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Direction and the autonomy crisis . > E | e EX" RS $a. A 
, Havirig-overcomie the crisis of leadership, the buds will HOW «x. ies. .. uw * fi ga a NS 
‘usually enter a-period of sustained growth under thé strong. 4|. . 3 3 T LM 
.direction of the leader. During this period we are likely to see | TI i e UR jus xs A 
„emerge a "functional. organization structure and accounting ` "T. CX E v po 
' systems for stock and purchasing, together with budgets and ` |^ | . CES M MEE DN 
'. work standards. Communication becomes more formal and the l - - l a 
' léader, and his key supervisors make the running: in decision- 
:^making, with lower-level ; managers acting merely to. implement 
"those decisions. | . ` 
"Towards the end of this, ‘evolutionary period, growth has l 
3 -increased the .extent iof the: responsibilities .of subordinate ^ | FREE s | 
“managers. At the same time, the top direction begins to lose the. .|^ ^ —— ^ s MEE: pe wer. 
"close contact that it has hitherto, had with the market and: i uM at J 
'. Operational problems. The crisis stems from the demands for. _ = i a sc | 
greater autonomy by the lower-level’ managers which involves i S Es "Pond. eR UND or vh 
-delegation from the top. This frequently proves to be difficult — . p>: | — -— oe te dmm 
"for. top management to carry out effectively. and the. company ab" Eod. ou. de ee ee í l 
i mus into a difficult Pene ung the problem is resolved. © = l > | ie b eI c MB 
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Balegation ‘and. the control crisis US T PUN | , Retum on T -4 2 ee 
` This phase is characterized by a diffusion of. decision-making, ETE a u^ "eue. emo 
Profit centres and incentives are introduced to motivate different. 
. ',. management ‘levels.. Communication from the top becomes 
"v dnfrequent and there is a withdrawal of top staff from: inter~ 





What will e emerge as the crisis point that Eisa an HET to this 
-phase is not clear; nor is the likely, evolutionary . phase that: 





= Ference a die davetoulae decision l follows. Indicators suggest that it might lie in resting managers: 
a : Top n Wed may compensate ubi. m dias al by periodically to recharge'their batteries; division of the organiza- 
s poA new. acquisitions ind generally adding to the range, tional structure into an operating management and a ‘refléctive’ . 
HMM ‘of the company’s activities. As they feel that they are losing ` structure that stimulates perspective and personal enrichment; 
*. «control over.the strengthened. lower. management levels who tackling ter probie B monotony in repetitive work, and . 


Qt 





Y : : begin’ to resent, central interference in their centtes of responsi- d OE MEET OM 
"bility, top. management séeks to regain control through some `. AM RITE CM i 
| m pr Cased mandddinenE iq | ;,, Profitability crisis 2) 
NS 2 | i D ^. The effect of size on: rofitability is perhaps still inconclusive. 
i “Gor ordination and the red-tapé e crisis > ' There are grounds, . ho wever, for thinking that profitability ' 


"Centralizátion is-áchieved by the use of formal systems tO suffers at different stages of growth, or that; as each: crisis 
; ^ improve co-ordination — moves -which are ‘instigated by top point in management style is reached, the upheavals consequent 
- ^; management. Atithis time decentralized units aré often merged - on that crisis effect the. operating effectiveness. of the whole . 
into’ product groups, formal planning procedures introduced, organization. In other words, as a.company passes from one - 
.; , and a headquarters staff built up with eons functions being phase to another, the level of profitability follows the pattern . 
Les zs completely centralized. ' shown in figure 3. It is reasonable to. assume that the crisis 


^c "xWhile these steps bring growth by. allocating the firm’: S for profitability matches in time o di crisis of managemen, 
: resources more effectively, and extending local’ managers’ illustrated by Mr Greiner. 


' "horizons beyond their immediate responsibilities, a lack of an I S ME 
^ confidence tends to build up between line and staff managers. | i 
B "Bystems, forms and procedures, tend to multiply and the busi- Management' Ss: task 
. néss begins to creak under the burden of red tape — creativity 


| Management's major task is to recognize the onset of the crisis, 
rn Linie ii ee subordinate role i manipulation stage, or better still when the period of evolutionary growth is 


| l g coming to an end. It must have the-courage then to take the 

NES 2 . /' steps necessary to move to the next evolutio stage in good 

Collabor ation a time and d. the minimum of fuss. It is dye onde tnd 

"The last phase that has” ben observed es inter- the problem. Radical solutions will usually be the order of the | 
Pat personal collaboration in an ‘effort to overcome the red-tape day. John Andrews, a noted consultant in the construction , 
_ . ' Crisis. Management acts through teams and the skilful’ con- industry puts this most aptly: "You cannot cross a chasm i in ino 
| «''frontation of inter-personal differences. The teams act across . small j jumps’. ,; : 
r ~,- functions in problem solving. Headquarters staff are dispersed If business is to grow, then periodic upheavals : are an: a 

| ` Vinto’ inter-disciplinary teams: with a simplification of the pre- part of the growing-up process. Properly handled, they ca- 

ge vioüs formal systems. Frequently a matrix type structure is -provide the springboard for future profitability and progres 


. - evolved, with conference’ of: did managers to m major mis-handled, they can plunge the organization. into m 
~ problem areas. uu uu decline. , 
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Pr reparing for VAT 
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Late Registrations i 
estimated half-million traders who should have ET 


accor to'a recent Parliamentary question from Mr Joel’ 

Barnett, F.C.C.A., M.P. Med Heywood-& Royton). He asked 
- what further action the-Chancellor of the Exchequer proposed to 
. take in these cases, and to ensure the collection of VAT from 
D traders who had not registered by March 31st, 1973. 

Replying for the Treasury, Mr Terence cas lin claimed that 

the rate of applications for registration was showing a steady 
. ‘increase; and no further action beyond the existing publicity . 

campai appeared to be necessary. With effect from April 1st - 
next, altaxable person would be liable — whether registered or . 
| not-t ) pay VAT on any taxable supplies made in the course 
| of his Business, but would not be able if unregistered to claim 
E relief f dr input tax on his purchases. — 
^ ‘Traders who may be eligible to claim a. rebate for purchase ` 
! 





tax on goods held in stock on March 31st, 1973-(The Accountant, 
November 16th and 23rd), should be advised to register without 
further delay, as. Mr Higgins ‘also confirmed that this rebate 
would be available only to traders registered for VAT with - 
effect from April ist. The Treasury is to consider eee its 
— eS in this i a ! 


Training i in-the Distributive Industry 


ND ;RLYING the need for thorough. preparation, Lord. 

Mol tistone, director, Distributive Industry Training. 
Board, lays that the proprietor or policy-maker in every retail 
business}, large or small, has to do three vital ae before 
April 1st, 1973, when VAT is introduced: 


(1) He must study the- four special accounting hes and 
decide which of them is most suitable to his business. 

(2y He. must look carefully at his buying, pricing; stock control 
and accounting methóds, remembering 
empioyment tax and purchase tax will be abolished. 

(3) He must decide which of his staff will. need. training for 

7 VAT and ensure that the necessary time, materials and 
expertise are made available to carry out that training. 


Lord [Mottistone is .writing in the fourth issue of. VAT. 
Bullettn, published at approximate six-weekly intervals by HM 
Customs! and Excise. This issue also includes notes to assist 
those who will be accounting for VAT on imported’ goods and ` 
goods ex-warehouse, and a.full report of a recent speech by ` 
Mr Terence Higgins, | M.P., Financial Secretary to the ‘Treasury, 
in which [lle reviewed the ways in which the new tax will benefit - 
traders. 

In addition, there are articles on the purchase tax rebate 
scheme f qr r goods held in stock for re-sale at March 31st, 1973; 
on partlyréxempt traders; and ón the role id local VAT offices... 


in ds 
Teachi g Aids 


AT in the course of a morning’ is the. boast of a new VAT . 
instructional’ presentation compiled by MW Marketing, ‘of . 

67 Park Place, Cardiff, ‘to teach staff. what the new tax is all ` 
‘about’. Incorporating visual aids ‘and a simulated ‘business 
model’, the presentation is given by a professional instructor on 


QM 
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N 
Axi: VAT purposes by, December 4th had failed to do so, - 


that selective . 
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^ di custome?’ 8 remise ad is DRE participative | in its 


"approach. At a cost of: approximately. {60 for 15 “persons, this 


|. presentation may be of interest to practising accountants for the 


benefit of their clients, as well as by businesses for staff training. 
' The series of instructional posters and wallcharts published 


. by. Visual Publications Ltd, of Worthing, includes two devoted 


to ‘basic, condensed inforrnation on VAT" — No. 1 ‘General. 


3 Guide to VAT" and No. 2 "Special Accounting. Schemes for 


Retailers’. Measuring 23] x164 in. in two colours, these 


posters are priced at 55p each (quantity discoünts available for 


orders of ten or more). The second of these, it should be noted, 

may have been overtaken in points of detail by the additional 
concessions to retailers — in particular, abolition of the proposed 
'Scheme.2' surcharge — announced in The Accountant for 
December 14th. 


t 
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VAT Bookshelf . 


NOTHER valuable cdidit to the practitioner's or trader's 

VAT bookshelf is the ‘Taxation’ Key to Value Added Tax. 
(Taxation Publishing Co, £225). Following a 22-page general 
introduction, it includes comprehensive. thumb-indexed sections 
on such matters as time and place of supply, value, zero-rating 
and exemption, special persons, and transitional provisions. 
There is'also an appendix of the relevant orders, rules and 


regulations, to provide a compact statement of the law as at 


October rst, 1972: 


Just for the Record 


A NTRODUCTION of VAT, even hoigh: no seia system 


of record-keeping is required for purposes of this tax, is 


likely to involve the smaller business in a certain amount of 


additional documentation. 7° ` 

Among office suppliers offering | VAT book-keeping 
devices, Moore's Modern Methods has developed the ‘Moore- 
swift’ magnetic board for completing purchase and sales 
ledger documents in one writing. The sales ledger system, it is 
claimed, provides simultaneous entries on statement, ledger 
card. and ` day-book sheet — the last-named including. all VAT 
‘output’ details necessary for the Customs and Excise return. 
The purchase ledger system, basically. similar, includes a 
remittance advice in place of the statement and provides for 
VAT ‘input’-details to be recorded on the purchase summary 
Sheet. - 

Twinlock's VAT zitat Record Book (recommended. retail 
price £4:84) is in five sections — sales, purchases, sales credits, 
purchase credits and VAT summary — with a flyleaf instruction 
sheet. Users. of this book, according to the manufacturers, ‘will 
only need. copy sales and original purchase invoices to complete 


'the documents necessary for audit’. 


Tax on eo 


HOUGH the Institute of Advanced Motorists, as à sone 
profit- -making. registered charity, is at présent exempt from 
tax, à recent statement from HM Customs and Excise suggests 
that the IAM will be liable to VAT on both its test fees and-its 


annual subscriptions, ‘as will AA and. RAC subscriptions’. ‘The 


present fee for the advanced driving test, of approximately two 


- hours* duration, is £5, and the Institute claims to have: Been 


losing money on this for years. 
The-IAM’s castigation of. VAT as ‘a potential tax on. road 


‘safety’ is endorsed by statistics from the Transport and Road 


Research Laborátory, showing that the accident rate for IAM 
members is 25 per cent lower ions that for the ordinary motorist. 
VAT, it has already been announced, will not be levied: on 


either. the Ministry of 'Transport basic driving test or the annual 


inspection fee for cars first registered more than three years ago; 
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Ex Der : 2 | due CU ET 

: - Reshaj pi ng Litton | nd ustries - C ME 
E i ux PR "n f * ` i ‘ ‘ iz ^ i ? 1 x " - P F i " j 
d f sra P ` : oe i4 A, ' + ^ . to if 

Jpn ON. INDUSTRIES is: one of. those. vast, Ganis a cóntract. T" and. the e dete oft ERR ‘of | 
x - oa American combines that. are imagined to: go on.and re- ^ the Rust Engineering divisioni were provided for and: the SM 
a < morselessly on, growing and accumulating year ‘by year with was sold 2E the puce: "n. NE C LN 
». ss tough: ‘all-American management- being ‘supremely efficient, , TA E M Y, A NE. 
i4 MEL . H p 3 get. dE i ? s. tH ge d ta 
S pursuing all ‘the right policies and, taking all the right action, : Profit restored un e ue oc s ACD EN 
viv. ad ` 
3 ‘and never ever putting a little toe; let alone a foot wrong. Litton’ - “All electric motor operations of the Loi. Allis diviüion were © 


» 7 Industries, ‘however, | ‘has been. trying to “get: ‘things right for- consolidated in Milwaukee and the Evansville, Indiana, plant ~ 
a Th ties oe AN - ‘gold. In the third quarter the board ‘reduced to zero the profit ` 
L6 e: Litton product-market area in d latest annual répoit being: recorded on the US Navy’s Landing. Helicopter Assault. 
se: : shows: what Litton: does in the way of. sales in given--product... '(LHÀY ship programme pending negotiation, of. the contract. 
7^ ajéas, tlie estimated size of those product-market areas in whiéh- : ‘price. Full settlemént was also provided of all outstanding. - 


ee Litton compete, and thé major customer groups. Thus thé; claifns and ‘counter claims related to the construction: of' eight f 


^ 


B | Z figures for business machines and systems are given as fo follows? “container ships for Farrell and-American President lines. Es 
i: M xu Ci. owe  Litton World C "paene [122 Also in the third quarter a stringent, teview was condücted ` , 
NL Read ‘Sales: Markets -` : Major Customer: * | of all- operating units leading to decisions and ‘actions on some ^^ 
Tr yer deni Calc leulatore $600" : "Man ucc s " . :20 items; ‘no one, of which. accounted for more thari:$2 million | 
Doni Rei ul - 44P*f "before taxes’. "T'hese.items included such matters as phasing out 
lar ME |.cent ^5 .- m 

Sl; 197: $180,495: Electronic accog dne: "Accounting; engineer. two papermaking machines, consolidating material handling 
BonDIUC 2. ^ machines’ $1,000 ^ ingsndother |^ P. operations. and ‘shutting down certaif. resources exploration .- 

i eu Bil ie A - E uude m "M l E ' services 32. per cént.; activities in Canada and Nigeria. . se 

2.519790. $176,761: 1... ^ 7. s^ Financial institutions. - e The report to shareholders states that ‘in addition. to the. 

= Sa A, a A» OS or s" r4percent. :^7 7^ immediate and significant effect of these actions on this year 8.. 
Pod a D» AM m a ets i- « ^. °° Goyernmenț agencies ` costs. they. also contributed substantially to the: company's | 
Bero E | exc s lo cb ropercent. 7/75 ability to: ipn future: productivity and ‘better TEpOy its" 


" x "This. detail deus the ‘business. Systems and ‘equipment. resources’. . } 
JN sector and there is similar’ data on other sectors güch as retail - . The-net result was that ailes from continuing operations were 
and: revenue systems, typewriters and office. copiers, speciality’: “$2,476: :6 million against’ $2,341°9 million, whereas net earnings ``. 


p M (paper, punting and forms; ‘and business, furnishings. and were down from $50 million tó'a mere $1; 118,000. In the. final ` 
(to^osHxtures. ^. a 1- . . quarter, however, net earnings "were $12,175,000 "so that ` 
: F z D. ‘In; ‘this sector there were sales of $8: 51° 5 million last year. |j pee was resumed after three. quarters of losses, NT Pee 
js Difficult and décisive F M "n : NE E s 17 ' Redefined activities: - 2 PM Mr in aot : i 
: sahat; of couise, is not by any: ‘thanner of means the end of ho : Not that. reorganization is —! The salé: of 'the Rust “i 


2 sLitton story.. Thére is the defence and ‘marine systems sector. ' Engineering division reflects a ‘decision to redefine the business: “ 
u E over: ‘$700 million of sales broken down to navigation and - activities that. Litton: intends:to emphasize i in the coming years'. ... 
:. *ie6ontrol. systems, communications and electronic: data : systems.. . A second .major'step in that direction is the planned separation . 

De 7 arid marine enginéering 'and production. There i the industrial -of Litton's three Stouffer food products and services divisions. 
z „systems and equipment sector, (sales, $508 million) in terms These divisions accounted for some $125 million in sales in > 
an “of machine tools, material handling; electronic componerits and: 1971-72 and have.been consisténtly profitable. In addition to a `- 


a". à 4 


“electric motors, power drivés and: controls: and, finally, the network of 52 restaurants: and ten, motor inns, Stouffer opera- 


s i bfofessional services and. equipment sector’ (ales, ` $466 tions: include a management food: service division and a frozen: . 
i pillion): in terms- of medical products, education arid pro- prepared: food division. . ~~ ` E 
“fessional publishing, resource TS plornion, ánd. food produis .  Làtton's Marine, zctivities . account foi approximately 15 
Hand Services. . us ..... per cent of total sales, and troubles concerning major, contracts 


"In terms of operations , these interests are groüped in 16 for the US Navy. and’ for merchant shipping have.received  * 
~ major divisions. And. there used to be more, for thé report on considerable attention .— some of it: ill-informed according to. 
-ethe year to last July opens with the comment that “Fiscal 1972 . the Litton report. It is pointed out that in a little more, than a :- 
Aig '"Was-bọth a difficult and a decisive year.’ Significant management year, Litton delivered eight ships and launched five others... 
u^ 7 decisions. were-made, and actions taken to reverse the decline. Current contracts call for-the completion of eight: commercial ~ 
m "is Litton éarnings. and to. , strengthen. the ‘over-all - product-' containerships and 39 ships for the US- ‘Navy, including three", 
~i emarket position. These’ primarily involved consolidations, nuclear-powered submarines. Current ` delivery . schedules.” 
^ g discontinuarice: of. uriprofitable product lines, relocations ‘arid ..' extend through 1978. New and firm dates’ ‘for delivery of, the 
aa is other orie-time special expenses TIER impacted substantially . .éight containerships have been set. ` 
BUD ; on the year's éarnings’. --- "The.cómpany, however, is claiming compensation. CE te 
+ = ¢:,.In, the „second. quarter df. the — the: board reported.. the ` "US Nawy.for the extensive.alterations to-the LHA building 

on decision to miove Royal typewriter production ‘to more com-" programme (the order being reduced from nine. to five ships). 

nN qeu facilities" and that e now pem accomplished. An- On as Pippi side, ape total estimated contract values ' 
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D) mn at du rat," 1972, "Were" 
1834548 million i is: ‘to. be perfe 


X ej 


` «OD; m. tio. LHA and DD~963 (destroyer) programmes. ‘include 


$128 million of 1 non-recurring manufacturing process: develop-. - 


ment costs, and the company’s claims for disruption and other .’ 











-$4:3551: I millioi; ob experts" look. fist to whit ihe chairman hak to say about future 
ormed between how. and -prosp 


| cost estitnatés jed. to "determine. ultimate “profitability : i$ on-the à view that ‘this imposes a responsibility « of which the 
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unfortunate chairman would be glad to-be relieved’: 
; For. ithe“ -Birmingham ` Post and Mail Group, incidentally, °° 
"the -yeat-now: just over half: spent began ‘well and -is o 


h, 


, costs £ caused by: changes i in contracts for nüclear submarines- and. "fo finish better thàn, its predecessor; 'but Sir Eric puts that into | . 
for am unition supply ships total a further $164 million. .” ; ergpective by. commenting ‘this is 28 it should be, ‘since we’ + 
Ce The vast size of the Litton organization is indicated by these’ pet some way.to go before we get back to the level of bro : 
i àlone.-But the fact is that Litton earnings have been’ on - - ability of 1964-6 5; quite apart. from the degree of inflation i in: the. i 
the downgrade since 1966-67 when earnings were: $2-26 a share: © interim’. ` ag 
“The past year’s loss of an effective. $o-14 per share shoüld.mark--.:: In -1964—65 pre-tax profits were RETE 2,000 on turnover of oW 
- the end of the rundown and the, arenes was’ peng reversed 1 in 17,015,000, whereas in the past year profits were £1,476,000 om: LIR 
> “the fipal qr of last year." 7o. ios "c F a far from strictly comparable turnover of as apoek A £10139, 3 
"2 E Es E ER : = SERE “No Dull Moments "EL c.t. n- 
VE. | ae ke n cca EING à í shareholder i in’ any , of the- companies in | the Jessel ` NE 
First Look . = IIR SC LT E ae orbit is never a dull affair, There is always: something. . ae 
We der Ge M ee happening i in the shape.of acquisitions, sales, or general. change. < X 
Te are some points from ‘company’ reports, and Moré” ; around, and the chairman, Mr Oliver Jessel, is never out of . E 
A Hael the accompanying chairmen’s statements; that the. City: ‘columns for long. Shareholders in- The London, : D 
keep well; For example. the:comment by "Sir Eric Claysón,. ' Australian and General. Exploration; Company, for éxample, -~ 1 
.F.C.A.| | in. his statement .to- shareholders "in, the’ ‘Birmingham’ : find. their: company undergoing a complete change — so com- . d 
. Post d Mail.Group on the subject of the chairman’ 8 traditional. plete; in fact, that an item on an early agenda must surely be, ay Pond 
comment on the future. ..- '. change of name. -> a 
z + “I Rm. told’, Sir.Eric wrote, ‘that, although thé published "The accounts recently a “forthe year. to last June diei. H 
accounts : of public. companies give each. year more and more largely. nominal because, as Mr Jessel tells. shareholders, "The: E OE 
detailed information about :the -company's affairs (and. our’ result.of thé major moves made by, your company since its Pe 
, “acco its are no exception), the. investment po nu other’. yere is to transform it into, a ppc group. of. rus ct NE 
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n * ES -—- obs" E t ^ e » 
u R MU etl e. "— ELA. a Ra +E * TREN ] ~ j Y "n et) s 1 4 
. ` 2$: o 4 $ y y e 1971 ^ 970 L 8 ou eue 
k » dal k“ ? ^ b 3: F 7 k ENT K E te * - pe ÜU ^ P 1. ley 
PN Fi "m Y NETT CEN EE. "S . Laud Ne ; noi pis 
Sales and Service Revenues oes E CIL MM 28 oi cte Pero COMM Per - p t. Pers ki 
by Produe | Group. we vss 7 -Amount Cent.. : Amount - Cent Amount: Cent 4, C ." 
a " o R i. Ae oe ta^ gl — <7 ` e "TI 4 ^ ak i - A t w ef mA 
Continut ig operations: ae t Bt iu RAE CENE" INCL a F ak, deem na NE NE. i d der 
. Business systems and equipment (C 000. 1.4$ 838316 - 7 - 33% § 748907 3276 . p 701,488 CU 3057 02 
Pv Defense and'marinesystéms = 5777 V LE 4.927... 7697,0090 |. y |: 5 ‘692,993 2 618,486 ^ 27 ." .' 0 
e Indust ial ems and equipment . : >: re : E 07 77 507077 7 20" , 499,764 21. . 606,621 s cB eo a s 
svice and Suleman s a s : Ao ' 466,413 .7,, - 19. 425,056 ` 18 397,187 DLE 
" E n fa ^ m " . + i M 
M i Li purs r T 4 E : a ` Ea . : 3 , - " ^ NE È 
Subt Ep Dh ds s. 157. 12,508,896 - . 100% 2,366,720 . 100% - ' 2,323,782 w 10074. c. ; 
ý Sr . f T x Tees g - cet "a '—— eee] = t p 8 
xi t , ¥ ` ` ^. ? "a 1^." enr » p j ! "2 a E ub i E B i , 
i i ellminations "E i (32,273) ^. . s * (24,783) , (26,637) - " UN 
2j. "S : - : i L n ? n i M E 
7 i g Mps. m : a ^ t i 4 ` E - * 
gal es and service revenues go Ua. soo S al $2,876,623 ^ 7 _ $2,341,937 $2,297,145 o er 
aN tom pi - A ` saa tags - : M 2 uU ` `, ban > ‘ ; 3 Pt "2 T a 
, Operating Profit. by. Product Group. Ns ZI T S i quos ee heut L - z ei : JUN 
Continiíng operations . zt posu ys "EL OPE. x pros EE, * : Beste ee -$ 
systems snd equipment 4. DN MAD lw o WAIUBE e 25% $ 49,763 : 32% $ 46104 249; .' 4 
AR and marine systems — URN s fus ee .. 20,319... - 28 "82,800 34. z 54,047 | = v. E E 
' industrial. systems and equipment — n UC Tg. eee OB EIS. Ea 20,855. 13; 50,150. ! 45 ag fs 
p fonal services and equipment. - . ^ ^-'  . ae ts aol c7 728,849 iion 540 33,170 21 ,056 eS: AM 
TV i ; E =} è "e i . k M P P — ae ^ ^ cai - i ————— ames mamie : 4 u 
'Sub , vede imi fs "so el | 72284 . 7-- 1007 Es 156,588 . °° 100% 182,357. 100%, 4 
7 E i| io ee 0.27. ae > s o te, a E t R e 
Ínterost and dr ünallocatud expanses, i EC nr M oe” 00,16) ee e ki 3,872) - E ,050 "a : of 
bing / eov us i . NT 
^ — Income taxes r By, NERIS Rat cu AE UN BM) mr = . (33,785 48,936) `. SUM M, 
E : 4 ad ‘ s * ' 4 “et ud I I] ^ iud xt p: PLEBE. 2. " - a d + = . ^ VN ‘ 
" "C , e 0e > "A t. 4 eC ZEE IP RE V “an - wae 
- Net ings’ E - CJ x Ee N : Uo $. 292 Lr = $7 48931 Voc $ 61,371 E 1s 
A A . E Pa a h f PPS K 2 Ere tut 2 iv ž —Ó— D p . i P: uc m E E thi 
ose . l P : pn RUM -r 5 h Pa a he Ae "P up OE m : es E NO 
Other ighiIghta: 7 f K a rs x 4 $! M - aw d "n P : xd i ES ü eo i T Di AUT ui " . t ^ 
- r K 1 + a ed r x rt " E : : " 5 r 4 s ^ š 2M 4 he " 404 " A 
ME ) : MIS aum S A i E wep t get i LCS E oye " ! - . . tov oe! 
. Continuing operations a tra EN M ee Aux ^y $: A5). ie $ 1.24. i $ 1.76 e es A 
Depr ion expense | . du cA Dee Gee IM UL I : '« 69,665 61,058 | T. 
:Capital expenditures - uu "ir E C Lg. us o 7 181968.072 ' 85,032 " 155,072 . NC uL 
, Net working capital f ERE PI - V grew fw Dea i 4311374. T iE a 712,174 » 653,029 peer 
Current ratlo ` . a -— 7X Bg Doa wat wD ad. sub ret b INC ES 4v a 22, di pP ue 
Tota ts e ! UM : ^c i ; we a € 7 2,056,523 4, -— a ts A 5 E 1 ,976,038 j ND 1 ,934,01 2 * r i 
; Sharehiol ors’ investment ‘ ue > ^ i - . = c 809,47 .—.^ - n 814,022 6 : 770, T 
4 ^" ah ~ 2 P Y. . ‘es . A 
‘Note: | ngs (loss). pet share are after cash dividendi o on sé A. and. $ prefered stock. Not Included in continuing operations Is Rust Engineering sold in 1972 and prerbuny reporte `. xs 
| s Mec m "T under Engineering: os Connan in the Inoue Srem: haz Equipment ipment group. s s 
e. H i * AE E à * i 1 ^ s E id T 7 < - Y XN r2 S E : T DE i x e "s . * F y E d 
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z i. * 6 (cts E bes NET hl l5 DT e um Ate : = i ^, vis I s r utem s 
e. i : > xod ug ee XE xay S z. Tofa sae" y ugh . E dam. rn E ps Yee dt Kd 
"S - ` i 4 ^ NE * we , Í dd ` ae Fe Ns TES -` j s is i - i t 5 ^ "i d i f a POT d xi ^ Y uU 
[Pa ‘ E p à i P r ! xt S ^ ; y. uf “ m Mon peek TOS - ^ * : EP +` pee T r u > 3 E p 
t ` : x e T x ` ren $ EI as fe + ae 7 3 P " k ‘ D 
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É zs . X Gi Y Us tci dues tk eon rH DEREN: TN PNTA Mi } ee a -< S : "Y : - : a - 
EE. "Eu Sud Te nb uu vel M last sd = E 28 1 ee 
ey wo dE NS RE quu. ew : ^ b eee oe nt i mais 
^tt cr Vot sy Me Du. k , " iE uerum EE me M ENT 
NORTE A ~ ACCOUNTANT: Ro E "Yancy sis i973 
"m : i r = we f E = s Kok ES ES ga . i Ce. A 
i e © oq E A LIT TON INDUSTRIES, INC. “AND SUBSIDIARY COMPANIES | hae Pi 
Da ' j^ T . o. * : pi . we ll . : E de 
M NM EG x Rap | CONSOLIDATED BALANCE SHEETS, Pow 
Mu S NT EA vo c so 75 Muly31,1972. July 1921. |. o. d 008 0.2 7 July3t,1972. duly 3,1971 | 
————————— " m . è — , " " USERS Not de Í 
A A i Ea inn K „(thousands of dollars) ' : M (thousands of dollars) +- 
, Assets PE ES : Liabilities and Shareholders’ any ee Crone "v : 
Current Assats: pont Peg T Current Liabilities: NN Bek . , y 
- Cash p T Pt ie ^ raus ' $ 92683 . $. 90,026 Notes payable Av wu T xe "p. uy $ 219,913. $ 110,410 
Accounts recelvable : ;.. ; 559,216 598,948 Accounts payable... — ^... vex me! up Xu 227734: 221,406 - 
- Inventories, àt lower of cost o market, len progress ‘billings sa Payrolls and related expenses ... — .. cage Mat - 81,900 79,594 ^. 
. of $73,191 and In 1971 of $86 "s m . 645,118 531,208 ' Natlonal taxes on'income 10,741 : 13,014 
 Prepald expenses m eI. let e iis ; 20,287 - 18,085 ^ Current portion of long-term liabilities and debentures 65,222 | 101,669 
Ton Current Assets "od 1,317,264 . "4,238,267 Total Current Liabilities ..; “ss. sri 605,510 ,.: 926,093 l 
 Éguity (a Uncanselldetsd Financa Subsidies | 2n 34,831 — ^ 33,43 | Long-term Liabilities ©. cus ss 418,336; 415,080 
Long-term Investments ~atcost.. — ls n 18,321. ' 17,988 | Future Principal Payments for Lessed Facility vee . 124,365 i 126,907 
AS n EE ESS | Deferred National Taxes on Income , 40,412 37,163 
Trop plane snd Equipinéns > at cost: r EE mcm uci pnis 
. Land xs kis T 25467 : 24947 | Deferred Service Contract and Other income Vis. 27,365 28,049 . - 
» Bulldings- .. a EE i6. CHI qu 311,034 . i i , : E o ——— —— ey 
(Machinery u and equipment TED 548,702 523,439 - Convertible suPocainaced Debentures via e ane ti 28,418. ., 48,714 
ee A : tA d mn ET ————— , eec : TEN : , Uo iee T 
IE 885,203: , 853,714. | - ue Ub hg. EE E 
& Less decinia depreciation rw eR. gin . 337,949 306,258 Shareholders, inveštmant: ga tee ot p” cw) 
; au Eo Pf ee. Preferred stock: LE i : s 
“Net Property, Plant and Equipment sag) Cuap age 547,254 . |: 547,456 |) Series rx E " ida ' 516 517 
———— , —— |7 Series B ai EN PE xu xs 14,403 A 14,403 
` Cost of Businesses Purchased c over Corresponding. Net Assets 126,772 125,587 Preference stock ... kk. 5 es sai ant Mies Nee 6,440 :" §,028 . 
ee _|-- Common stock X6. SN 31,593 | 299277 ` 
‘Other Assets, Including Patents .. feu Covi vd 12,061 13,327 Additional paid-in-capital dus T : 427,677 406,010- : 
a e S NN e Earnings retalned In the business - i ; >, 355,147 
E 4 mE amd mE & of : l E Total Sharehóldera' Investment ... `... "0 809,117 814,032 
=.. Total Assets CAT ' $2,056,523 £1,976,038 m . DIM 
ex Um /p2 Total Linbilities and Shareholders’ Investment... | ‘$2,056,523 $1,976,038 , 
E ] Yu g " : 7 ` . 7 . 4. * ~ ; S 
See accompanying financial comments and notes to financial statements, — ' See accompanying financial comments and notes to financial statements. - 3 
1 " e : 
LE r a (CONSOLIDATED STATEMENTS: OF SHAREHOLDERS’ INVESTMENT: 5 x : 
Re Rg, ae "n uu . For the Years Ended July 31, 197i and July 31, 1972 fe a Ah 
1 . A ^ 
NE : ‘ 006 Sore E E (dollar a amounts expen In dhana i e iT 
Me a N . Capital Stock 
he . 1 . — ; ‘Earnings 
a - " r Preferred : Additional ,. Retained 
. ~o, ` - : s : : i Pald-In in the 
tuer. des , P. i boe uf Serles A Serias B Preference Common ^" Capital Business 
Balance, July 31, 1970 "n e se Se coe, oe SL SIT $ 14385. $ 9368 $ 28552 . $394,356 $322,901 
Nat earnings for the year ... e wee T is Be tase Cpt ee d ae ee 4 50,003’. 
Cash dividends on prefarred stock: LEM m ; 5s. ' - a : fup. 
* — feresA-$3ashate — 5. 2 s ee o n0 tte tga : mos ` (310) 
v" Series B-— $2ashare ^ i i ; T QUON i "a vis ett 
Transfer among accounts to p "ihe 2 2494, common stock diddend" "m. iM. — die 0d r i m AERE 715 10,74 ^  .. (11,689 à 
' Transfer among accounts to record the conversion of preferenca and preferred ode m s to. 7 740,47) 624. 723. z * 
Exercise of employae stock options under the 1970 Qualified Stock Option Plan Wu 4 ER » pd. a af d 17.5. -o> 
"Value ascribed to shares issued for businesses acquired ©, us ui nuc e ee i : 00 WB 7. 35 " (60 ^". 
I : um E PERRE : n rem H 
Patents: July 31,1971, 55 3 axe jo aw y 2k. ee Si, eA EP ote ww is . 517 14,4403  ;' 8,028 29,927 406,010 355147 .- 
Net earnings for the year... ^ WE auch vu. (ee ee cs — an. m aay ae ad 4,918, 
Cash dividends on Beene? tock: : E. ie n Jh : aoo oe Q0 . . ML: 
. Serias A — $3 a sha iri se 9305 tes ace MM EE t oa last T ms LO E- A 4 7 4 i ME " 
Series B — $i a share E d. à f : ME ELLE EE | (5761). 
. Transfer among accounts to record nd 2194 common stock dividend. x "m ) MT eae : í 751 20,956 (21,7: . 
"Transfer among accounts to record the conversion of preference and AEE iaa debentures (1)- (1,588) 756 834 ice ER 
Exercise of employee stock options under the 1970 uaies s Sto P Option. Pian: E ht a iaa m $ i z : a i 34.. « 2 
Value ascribed to shares Issued for businesses acquired S xis s E d - . 157 (0157) : 
“Balance, July 31, 1972 7 T : . a p" $- 516  $ 14,403 $ 6,440 $ 31,593 . $427,677 . $328,488 
, . m , r PU s — 
EN Information: í l S: : l RT aes 
. Shares outstandin ng 2 July 31, 1970 . wae ie eee, gis ae oe vas 103,311 2,877,062 3,747,297 Secret 
* ‘Shares issued for 24% common stock dividend . ‘ EDS ur. s è : ] 715,317 
"Shares exchanged for conversion of preference and preferred ‘stocks. ‘in ES EM vei / (41) : (3) (539,117) , 623, n " 
.. Shares issued under the 1970 Qualifled Stock PENON: -Plan . MEE, í à ; r 
«Shares issued for businesses acquired |... es " . v MEI PETS . 384^" ` 3,000 35:276 
AE br rrt —— Áo —— , i 2 à 
. Shares outstanding July 31, 4971 vis "aX c c NT ud ' 103,300 2,880,600 . 3,211,180 29,927,303 m E 
- Shares Issued for 2497, common stock dividend . no: ad ht ve id ee 751,046 soo! 
' Shares exchanged.for conversion of- ‘preference'and aralara stocks and Wabeitirbs MEM we ca ^ (8) ; (635,236) 756,166 3 
. ;Shares issued under the 1970 Qualified Stock: Speen Plan  ... sae, epa "Es - Lgs sf 7 1 : X 2,041 
"Shares issued for businesses acquired ^ ... NS "X "EIN wag ee se ' l D "EM 156,286 ` 
. _ Shares pondis, July 31, 1972 ... ed s Nur ues us gt , i " 103,292 2,880,600 ` 2,575,944 31,592,842. Ens Ds 3 i 
7 » x » E - ! : » — ]Á DEN nl V, 
Saian Authorized: : g Í ` wc 
Voting preferred, ERRA cumulative, par value $5, Issuable In series Mi. cU "s cxx CI ANE 22,000,000. NS 
' Voting preference, convertible pare paeing series, aa icis 2m Ns ; ` an ; 8,000,000 | 
Common, par value $1 € oa i ae ii B ~ 120,000,000 uu 
CT d cS EU, ER erie Fe i : 
"^ l ara ` 7 i * T 
: t / i i : ma R i " " r uet 


1 ` Year Ended Year Ended 
jd July 31, 1972. July 31, 1971 
" ti | thousands of dollars) 
Sales me service revenues eA te ET vee wee $2,558,456 $2,466,120 
Less il cnin operation i es 81,833 - 424,183 
Sales and shrvica revenues — continuing operations i 2,476,623 -2,341,937 l 
^ Costs and expenses ~ continuing operations: ; 
Cost of 1,891,107 + — 1,701,002 
Selling general ang administrative 464,902 440,237 
Depreciation cus T ss -— T E 71,756 69,665 
interest 47,090 48,317 
National taxes on Income "s ao S 841. —- | 33,785 
EL ' 2475696 2,293,006 
Earnings ~ continuing operations enl ee, oe Sn s 927 48,931 
‘ Disconti ed operation: 2 \ 
Earnings (loss) — discontinued operation 2 dis e (3,221) 1,072 
jinary Item — gain on sale of subsidiary " vas 3,412 
Net earni etm s t l a: .$ 1,18 $ 50,003 
Earningsi(loss) per share (aft Ee credence on preferred 
stock of $6,070 and Ms 
= operations $(.15) $1.24 
Discontinued operation {.09} 03 
Extradrüinary Mim: aan co cues se dst dO 
Earnings ( oss) per share ... | ———— $14] $1.27 
He - 
| 
ac MM nying financial comments and notes to financial statements. 
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CONSOLIDATED STATEMENTS: OF CHANGES IN. 
FINANCIAL POSITION !" | 
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Pa 


Year Ended | -Year Ended 
July 31, 1972. July 31, 1971 : 


gs 





(thousands of dollars) 
` Working capital was provided by: 

Net earnings from continuing operations , 927 $ 48,931 
Depreciation, dd stralght-line 71,756 . 69,665 
72,683 118,596 

' Net earnings (loss in dd from discontinued 
operation and extraordinary gain in 1972 in 191 1,072. 
Proceeds from sale of 8297 notes due December 1, 1976 .. 60,000 
Increase in future principal payments for leased facility 458 10,675 
Other term borrowings 81,980 >, 48,049 
Decrease in Investment in finance subsidiaries " - 15,968 
Other transactions ae iss T 4515 . 5,500 
159,827 259,860 


Working capital was applied to: 


Parmann made or due within one year on long-term liabilities 78,24  ; 103,712 


ditions to property, plant and 414 and $? of $81,968 and á 

$85,032 less dispositions of dert 414 and $7,698  ... 71,554 77,334 
"Cash dividends on preferred stock "ett 6,070 6,068 

Increase in investment in finance subsidiaries 1,418 
` [nvestments over net assets acquired in business com binatlons 1,785 3,981 
Other transactions er "m — are Ses 1,2276 — 9,620 
E 160,227 200,715 
increase (decrease) in working capital xs wae -= $ (400) $ 59,145 


Changes in Working Capital 


Year Ended July 31, 1972 Year Ended July 31, 1971. 








- $ Increase Decrease Increase ' Decrease 
. (thousands of dollars) 
Cash... $ 2,657 i 
Accounts recelvable - $ 39,732 - 24,761 | 
invencories, less progress billings 113,910 : 7,684 - 
: Prepaid expenses 24 82 . 1,490 - : 
Notes payable 109,503 26,890 
Accounts payable  .. ' 6,328 $19,355 
Payrolls and related expenses i 2,306 2,469 
National taxes on income 2,273 da ed 312 
Current portion, long-term : i 
Ifabillties and debentures... 36,447 19,858 ' 
$157,469 | $157,869 $81,281 $22,136 
Increase (decrease) in working capital $ (400) $59,145 





Ses accompanying financial comments and notes to financial statements. . 





bre Az ulty in Unconsolldated Finance Subsidiaries Undistributed 
s Ow olly~owned finance subsidlarles are $17,975,000 and $15,008,000 at July ^ 
tand 1971, respactively. These subsidiaries had total assets of $138,830,000 


i and $118;094,000 and liabilities to banks and others of $103,999,000 and $84, oa ,000 


at July 31 1972 and 1971, respectively. 


Note B- Long-term Liabilities Long-term liabilities at July 31, 1972 and 1971 
consisted lof che following: 








4971 
ionni of dollars) 
Notas payable to insurance compan 
Due to|1984 with Interest from 3 3197 to A7 ae $ 60,895 $ 65,835 
Due tol1993 with interest from 5.35% to b x (41,778 12,303 
Notes Payable to banks: ae 
Due to 1977 with | Incera at 3% to 8% above published bank 
borrowing hi . 425,000 175,000 
Due 1973 with Teu at $194 (86, 500, 000 Swiss francs)... 20t 
Due 1977 to 1980 with interest at 64% to e^ (258,000,000 NEL 
Swiss francs) ‘67,188 ''" — , 
Due 1975 to 1982 with Interest at "nA to B% (48,000,000 et cdi 
Dutch guilders) 44792. . 53 
Bonds payable to 1984 with interest. at 61% (60,000,000 ta : ' 
Swiss francs) - f 15,625 14,706 
Notes du December 1, 1976 with Interest at 81% ,000 : 60,000 
Miscellaneous debt due to 1234 with averago interest-at 5%... + 63,058 66,035 
; : $418,336 $415,080 
The long-term liabilities at July 31, 1972 mature ss follows: Sgal 
Year ended July 31, 1974 "E yes 2 22 iR xus dis $^ 62,369 
Year ended July 31, 1975 NE vi "e ox” Sas Vi e 50,296 
Year phded luly 31,1976... ul s. 12,478 
(. Year ded July 34, 1977. ` Lube. Seepa — aint ond. 117,820 
NC XU can e to July 31, 1977. .... 175,373 
as complied with Its agreements to maintain “specifi ratlos of assets 
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NOTES TO FINANCIAL STATEMENTS | 
| . * . For the Years Ended July 31, 1972 and July 31, 1971 
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Note C- Purus Principal Payments for Ceased Facility The facilities being 
leased may be acquired ape Company under certain conditions. Annual payments 
of appro ately: $9,000,000 from December 1972 through 1997 will amortize the 
principal and provide for Interest costs, 


Note D — Convertible Subordinated Debentures At J uly 31, 1972 and 1971 there 
were rcs PIE $27,218,000 and $27,219,000, respectively, of 3194 debentures due . 
April 1, 1987 and $1,495,000 of 54% debentures due December 1, 1974 (includes 
$295, 000 currently due at July 31, 1972). 

The 34% debentures are convertible Into common stock of the Company at $42.50 
a share until April 1, 1982 and $45.00 a share thereafter. The sinking fund requirement 
on these debentures has been satisfled to April 1, 1986. 

The 5195 debentures are convertible into common stock.at $20. OO a share. The 
sinking fund provisions on these debentures will require redemptions of $295,000 
on December 1, 1972 and $600,000 each on December 1, 1973 and 1974. 

The debentures are subordinated to all existing ‘debt and future debt of the 
Company with limited exceptions. The Company has complied with tha terms of x 
the debentures: : 


Mote.E — ‘Not reproduced. -, / : 


Note F -. Lease Obligations Current annual rentals under long-te 
than the [ease referred to in Note C are Rem $11,700, 
for leases expiring between 1975 and 2000. 


-term leases other 
at July 31, 1972 
n some instances leases also provide 


for the payment of property taxes and Insurance. 


i É 7 M 
Note G- National Taxes on Income The sick for natlonal taxes on Income 
includes current charges to income of $4,700,000 and $3,800,000 in 1972 and 1971, 
respectively, to provide for temporary reductions in income taxes arising from timing 
differences, principally contract profits and A a e i The provision also ree 
credits to income of 000,000 and $2,100, In 1972 and 1971, respectivel 
representing amortization of deferred investment tax credits, At ue 31, 1 
balance d deferred investment tax. credits ix $7,600,000. 
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f property ‘and investments, arid throughi ‘quoted subsidiaries, in | holders.. ' 
`Mr Jessel, TETE on jesd Ene. EUR the 
group’ s ‘great stability and strerigth’ and ‘would normally. . 
eel justified in foreshadowing a further increase in dividends. | 
But Common Market uncertainties, prevailing strikes, and new 
legislation that nuc upon us like snowflakes’, make even 
Mr Jessel. wary. 
- . Oir the subject of new. legislation, Mr Jessel is eminently >- 
quotable. ‘Managements’, he says ‘are supposed to .bear in 


“ithe music industry, mining, finance trading and. manufacturing. ; 
“Inevitably, Mr Jessel views the future of the company ‘with 
s ient. confidence; LAGS, the parent company. (London 
‘Australian & General) is, : very. liquid ‘with ‘practically ‘no. 
“long-term debt and is UK registered, enabling UK residents to | 
„invest in South African, assets uen suffering the investment, 
" dollar premium’, 
A pro-forma. statement of net assets of the enlarged group 
- included. in the report puts net tangible assets at {16,610,000 
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against June 3oth, 975 capia employed of only £1 ,238,7 56... 


à 2 


SEEN s 


a 
+ 


`y 


^ 


‘Moliday from Legislation Needed | P 


JESSEL SECURITIES is the key Jessel company, wa: at. 
present the management shares carrying 40 per cent of the | 
? votes of the company’ are controlled by ‘The Jessel Trust in. . 
which Mr Jessel is the largest shareholder. It is now planned to 
"change this structure so that ordinary, and deferred shares in 
“the company enjoy. equal ps dn Hambros Bank mE |j 
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options, new merger regulations and a new general undertaking 
to the Stock Exchange. No.one knows whether the Bank rate - 
has been abolished or not, so one must now find a new guide to 
'. interest rates, one's colleagues being heavily engaged on tryin 
to determine the dollar premium on a South African ying E 
payable in guilders ànd how much exchange might be lost on 
the transaction after entry into Europe:’, 


The country, Mr Jessel considers; ‘needs a holiday fon 
legislation! and doubts. whether much. of current, ae is 


either Beste Or productive. : 
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l ` Touche Ross 


& Co. 


‘3700 Wilshire’ Boulevard. : 0. ; ; 


“Loe: Angeles, California : E. 
September 27, 1972 l a 


A Board of Directors and Sharéholdefs 


Litton industries, inc. 
, Beverly: Hills, California — 


H cn i 


"We have examined the consolidated balance sheets of Litton Industries; Inc. and SEAIN. Eombaoies as : of july 31, 1972 and 1971, and the related Himen of earnings, shareholders" 


‘Investment and changes in financial position for the years then ended. Our examination was made 
ie such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. 
Ya, In our opinion, subject to successful resolution of the unsettled matters related to the LHA:Program-and recovery o[' recorded contract "clalms described in Financial 
orementioned 


“Contracts, the afi 


consolidated financial statements resent falrly the financlal position of Litton Industries, Inc. and subsidlary campanies at foe 
results. m their operations and the PS in financial position for the years then ended, dn conformity with generally aeceptee accounting principles app 
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Ss - Touche Ross & Co. ^ ^^ 
A - RECHT. Public “Accountants 


lly accepted auditing standards, and accordingly included 
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Busen darin 
31, 1972 and 1971, and the. - 
on a consistent basis. 





‘LITTON INDUSTRIES, INC. AND SUBSIDIARY COMPANIES . 


id uud ` T 


TEN YEAR FINANCIAL. REVIEW nre 











1963 through 1971 which include the operations of bus 


There were no significant poolings of interests In 1 970, 1971-and 
1972. The above tabulations summarize the C ^ nclal ; 
statements as contained in its annual reports for ea the years 
nesses 
acquired under the pooling of interests concept from tha ` 


- T 


t 


t? 


ainei ie are based on outstanding cammén ond preferance stock, and are after provision for‘cash dividends on Series A dA pfe 


beginning of the year In which the acquisition occurred. excep 


that the sales and earnings for 1970 and 1971 Med l 


+ + to reflect the son discontinued in 1972, Sales, net earnings, 


and yo 


share restated for in DOM Ne 
#1930488, for poolings of 


1937 and $1.61, Epecin for 1968 


due Te a Year ended "a Ne E . Net amning (Loss) ; 
: 4 IT July 31 EE Salas: ^ a Earnings , ' e .Per S hare - 
i us i aba 7 mous E $2,476,623 $ 927 i (15), à 
pa gate . nuing r i . 97-29 
"o E f jae OREU -, 81,833 - 191 Ka? T 
M m "v 0c oy a a í fe, 4 E 
"E. ve Continuing Operations — . - m 00 121,937, e ' 48,931 : -1.24 
2 ee  DISEenHnuae CIOpeRa on ME 1241483 | 1,072 .03 
QS Continuing Operations | 2,297,145 wo, 67,371 . 1.76 m 
E ‘Discontinued Operation 107,182 2 1.380, ' x .04 , 1 
GR 4969 - 7 € l 2,176,598 7 62258 - 2.22 3 
D 41968 i i ,855,007- - 58,456 1.61 : 
ew) 1967 . 1,561,510 | 2.26 
: 1966 . 1,172,233 55,614 1.91 
S 1965 ^ 915,74 ^" 39,752 1.43 
"s ' 1964... . 686135 5, 29,767 : 1.14 
ie 2.7 1963. » © 5533446 7 à i e 
"Other Data dollar amount expressed In thousands | l l b oer. 
: (25 T Year Ended Shareholders" , Depreciation : Capital : Common Stock, . Number of : ' í zi 
pe ave ‘July 31... Investment. Expense i Expenditures Dividends Employees E 
$ 1972 $809,117 $71,756 $81,968 24% 113,600 — 
EM 1971 B14,032 69,665 85,032 ` 2 115,900 3 
E 1970 ' 770,079 61,058 155,072 .. 2 418,300 - 
- t 1969 - ` 704,308, 54,662 SO 168.96 2 916,400 m 
SS a 1968. 596,516 | ,927 95751 , 2 106,600 : 
"i 1967 ` . 426987 : 33,778 60,480 2 i 95,500 
1966 308,879 26,577 43,978 i Ne . 75,900 
1965 231,998 22,998 34220" ", 2 | 1 65,500 
E 1964 j à . 154,750. 16,780 954 2 , 46900 : ' 
A EN 1963 , 121,968 (C. 10467 ` 25,950 aM e ` 43,000 


- mind not only the Common Market but VAT, as well as an E s 
entirely new system of personal tax, new laws relating. toshare | ` 
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January 4th, 1973 ` 
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| Time Assurance double the vesting bonus ¢ on their 


| 
i 
i 
E 
i 
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Personal Pension Bonds. ^. . 


Time idu Society announce an increase ^ ^  . Time dx iride Society rates have save been 


inibonus on their Personal Pension Bonds. 


considered good by those who know about personal 


As.a result of the latest actuarial valuation, the pensions; this latest bonus increase improves them 
. vesting bonus is increased from £1 7; per annum to still further and'of course it also increases the tax free 
£2% per annüm of the basic pension. This‘means that cash sum available at retirement: . 


x in projecting the estimated total pension at pension es 


For example a man aged 40 next birthday pay- 


age we can now add a total of 5% to the basic pension - ing an annual contribution of £300 can now expect -` 


for'each year up to pension age (interim bonus of 395: > .astarting pension at age 65 of £3,008 per annum (an 
pen annum plus vesting bonus of 2% per annum). The  - increase of £340 per annum) or he could take a tax- 


in rim bonus also continues to be added after the ^. free cash sum of £6,698 (an extra £758) and a pension 


^ 


25 
Ye 
35 ` 
40 
|41 
42 
43 
44 
45 
46 
47 
48 
49 
5D - 
51 
8. 
! | 53 
54 
55 
56 
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If you select age 65 as your retirement aga then the figure shown in columa 3 Is. fi 
the pension which will commence on your 66th birthday. Columcs 4 and 6 show 
the effect of bonus additions after your pansion has commenced, The figeres In 
the final.2'columms show the tax- fres lamp sum and revised commencing pansion. 
presect-rates, If you chooss to commute part of your normal passion for cash. 


paying a premium of £100 a year from different-ages of A Bond. S 7 
„entry including interim bonus of £3% per annum and an 2i 
additional vesting bonus of £295 per annum. . 





pen ion has commenced. S000 Vy Of £2,233 per annum for life. 


So do your self-employed clients a favour by 
. giving them, a duoa nga for a Time Assurance Pensioń 


You'll be doing yourself a favour too; our 
aa 7. commission rates are realistic and take account of the. 
nCraas annaa = "8" 
by intan hones : Cash option st ‚cost of your service. ' 
additions to produce a | . pension age Send the coupon below for complete agency 
details and a full set of rates for men and women at 


. Total Pension of: 
all ages: . 
pe 


| TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London; EC2. Tel. 01-628 7546/7. - 


Manchester Office : 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7298, 061-624 9955. 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799. 


Please register me/us as Agent(s) of Time Assurance-Society, 
and send a supply of Pension Bond literature, ‘ 
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REQUIRED for Trustee Clients 
Freehold property reversions 


SHOPS OFFICES OR INDUSTRIAL 
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28 ST GEORGE STREET HANOVER SQUARE LONDON W1A 3BG 01-629 9292 


Suddenly, anoldnameisanewname 


The old name: Long, Till and Colvin, 
leading money brokers. The reason: they’ve 
joined forces with the sterling section of 
Guy Butler and Co. Ltd., a member of the 
same financial group, In order to provide an 
even more comprehensive and streamlined 
service for people who want to use the 
money market. 

The new name: Butler Till Ltd. 

This Company is in the closest 
possible touch with all areas of the money 
market — short and long term deposits with ; 
local authorlties and banks, the purchase i 
and sale of sterling certificates of deposit, | ^ 

| WB 









leading companies. 

Their dealing rooms in London, 
Manchester and Edinburgh provide direct 
and immediate market information and 
opportunities for competitive dealing. 

And these are good reasons for calling NET 
them. ý 

Even if it takes you a little time to get 
used to calling them something different. 


Butler Till Limited — 


Money Brokers 


tm — —À À ey 


-— 
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34 King Street, London EC2V BER Tel: 01-606 4080 Manchester: 061-228 3521 Edinburgh: 031-225 6167 A member of the Clive Group 
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C o gazing into 1973 has not been a particularly 
impressive exercise. Álmost without exception the stock- 
market forecasters have admitted that they really cannot see 
which way the market is likely to go~ meaning the equity 
rather than the gilt-edged market — but since it is New Year 
they naturally suggest that the market ought to improve. 

But even this vague and barely confident appraisal of the 
immediate prospect carries the rider that there could be all 
kinds of perils to be faced in the second half of the year. That 
the reasons for expecting second-half perils seem no more 
emphatic than the reasons for expecting first-half bull markets 
of a kind is not something to instil any great degree of confidence 
in either the short or longer term view. 

There would quite clearly be a preponderance- of ‘Don’t 
knows' were the polls people to apply their research acumen to 
stock-market views. The fence between the Bull and the Bear 
view is obviously short of sitting room. 

It could be, of course, that 1973 will turn out to be another 
1972, with no true trend developing and indecision at the 
opening of the year setting the tone if not the trend. Perhaps 
the lack of confidence in New Year forecasting means that there 


. 
is nothing really to forecast. 
* * | * * 


ANK rate in its old form was considered a 'blunt weapon' 
for credit or money control and there was always something 
traumatic about a Bank rate change — even when the rate was 
reduced. All that rushing out of the front door of the Bank of 
England and those TV cameras. Now, there is nothing trau- 
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matic about the posting of the Minimum Lending Rate along 
with the Treasury Bill rate on the notice-board on Friday 
afternoon and it will be interesting to see whether the rise in 
the minimum rate and the consequent rise in money costs will 


have the effect that the authorities presumably want to achieve — 


the slowing down of the rate of increase in the monéy supply 
and some shading off in the rate of lending for speculative and 
even consumer spending purposes. The Finance House Base 
Rate has gone up half a point to 84 per cent and is likely to be 
raised further at the beginning of next month. 

It is not without significance that the most bearish comment ` 
on rising interest rates has come from the industrial North. Mr 
P. T. Hollows, chairman of the Northern Stock Exchange, 
considers ‘there is a danger of rapidly rising interest rates stifling 
the growth of the economy in 1973’. In a New Year message he 
sees ‘a very real danger that renewed credit restrictions will 
prevent the much needed revival of investment in the capital 


goods sector’. 


* * * * 


IDLAND BANK's new issue statistics for 1972 put the 
M I amount of new money raised through the stock-market — — 
excluding British Government borrowing —at a record £1,096 
million. Considerably more than half the total — £565 million — 
was raised by financial sector companies substantially for invest- 
ment in foreign securities. Major industrial new money opera- 
tions included British Leyland’s £51 million in equity and 
convertible loan stock, and the £34 million and £30 million 
equity operations by General Accident Fire and Life and Joseph 
Lucas. UC 
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| RATES AND PRICES 
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| | Closing Prices, Tuesday, January and, 1973 


Bank of Fngland Minimum Lending Rate — Dec. 29th, 1972, 9% 


$ 884 


H 
= 
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Finance House Base Rate — January 1st, 1973. 84% 
T Retail Price Index (16.1.62 100) 169:3, 14.11.72 (from 168:7) 


Treasury Bills Tax Reserve Certificates (31.72) pipi 3196 
Company certificates no longer on offer). 
Oct. 27 ` p £68930% Dec. 1 e £7'1490% ond SS ! 
Nov. 3 .. £6°8838% Dec. 8 9 L74742% Foreign Exchanges f 
Nov. 101) .. .. £68838 % Dec. 15 . £7°4318% New York 2°3470 Frankfurt . 75225. 
Nov. 17 ' .. i3 16-8558 9) Dec. 22 . £8:435695, Montreal .. 2:3365 Milan 1366-75 
Nov. 24 , .. í 269346% Dec. 29 : [8-308892 Amsterdam 7*5800 Oslo 15°5625 
poet 103°48 Paris 12:0250 
. penhagen 16:0750 Zürich 8:8525 
Three Months! Rates ; 
] - , Money Rates 
^. Local authority deposits 8i -8% Day to day .. 2 -74% Bank Bills 
; Local authority bonds 8l -81 . 7 days os 7 -74% 2 months 84-82% . 
; Sterling d it certificates 816-94 Fine Trade Bills à 3 months ae 84-83% 
i da : 3 months .. o4-104 % months ..  8$-996 
Euro-sterling deposits ot -9t months .. 94-104, rornths . © 9 -9$96 
| Euro-dollar deposits .. 5h -6$ months .. 91-10196 
E Gilt- edged 
| As well as the usual prices quoted-at the close of business on press day we also give below the quarter-end prices. 
2 | | Dec. 31st Tan. and Dec. 31st Jan. 2nd 
; Consols 4% l we Að 40, Treasury 9% 1994 s 944 945 
Consols 24% 25% 25 Treasury 84 do 84—86 A 03$ 93 
Conversion 34% .. 364 36 Treasury 817, 87-90 : 884 88 
Conversion ji 1974 06 $% 06 & Treasury 64% 1976 i 02 ty 92% 
Funding 34% 99-04. 424 42$ reasury 3376 77-80 . 748 748 
Funding 5175 78-80 te ne ‘aa — 2k 82$ Treasury 34% 79-81 . 748 748 
Funding 5$ 82 4-82 = ie e 38$ 78$ Treasury 5% 86-89 : 66} 662 
Funding 53% 87-91 £s Js pi Py Be vit Treasury 54% o8-12 - 6o 60 
Funding 6 /5 1993 71i 71i reasury 24% . 25% 25$ 
Funding 617; 85-87 T .. 8o Sok Victory 4% es X ae " .. 98% 984 
Savings 395 65-75 oy 6 884% > War Loan 34% .. ae A ja .. 36 36 
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3 k e y eaa a a LI ee cee eet would not ren sürprising if the ‘market were aedi in. ded 
‘BULLS AND BEARS... «= on s. * 77. for a while by: the Bank of England's' new moves. On the . 
eq CU e HRS wh. d ode (o, Other hand, so longas company profits continue to improve, + 
a i ars = Rb Loc. NOR. He D 0.7 zo. 0 * there is the likelihood of A Shares gene their = 
QUEM DIEM wr cS eoi e advance in due course: MICA TIO M Lo ud a 
es i , = E ` Dea rer Money Below i is our current: selection of ordinary e pud UR NE 
Da E pact SS PIB: 1972 a s 
- Pn EN E SD Mm Sa ee oa. :Price — "Yield. Ratio. ^ High "Low > ~ 
P. Fe E La tat zo ends 20 | T. a Allied ' Breweries 256p. — NE MESE iL 
mU md | ^77, cghares. |. ... papa 104 e 33 196. 118. 89 f 
que minimum lending rate of 9 per cent liis ds the ` United Biscuit 26p shares ` 103 . 3-4. 20:8 436... 8i -.. 
market no good; coming.as it-has almost'on top of ^ the. Scottish '& Newcastle . ^ - DOW aa EMEN 
- doubling of special deposits. -Since ‘Bulls and Bears’ on` Bronte Ordinary 200 Pa de "loge fast WA ul 
. December 21st, the- Financial Times Government Securities  . shares ^. . 2 dd. 226: 245 145 . 88yp .. 
“index has fallen from 72-0 to 71:11 while the FT'Industrial Union Corporation 6-26c - WE ONCE 
«Ordinary sharé index has fallen from. 513: s Kn MME LC NE ^R WW. M ET. eee 
4 Fhe> authorities accept that ‘the Bank ‘of England’s © ee TE Oe i ee a ee i 


action in raising. the base lending rate means a further ` ue f | 
„stiff rise in interest rates which vas scarcely expected, but. Allied Breweries : `. 

: it. is argued : that it should not interfere with the Govern- "The brewery dividend season is about to. commence and, 
. Ment’s' ‘overriding. target of -keeping the economy moving ‘there. is every indication that, the results of thé: major: 
uppers at the rate of 5 per cent a year. i companies for the past year will again be highly satisfactory. . 

_Presumably the Government is confident that growth Allied s. final results are due on January 9th next.-The ' 
ean be maintained despite the. high level of interest rates, ` ; company. is a leading | -brewéry. concern, in the - United. . 
but it is not surprising that. questions are being asked as to Kingdom ' with extensive interests in Europe and other -~ 
when. the expected plateau will indeed be reached and Overseas. ‘countries. It has a 27: per cent. stake in -Trust ` 

"when interest rates will begin to fall again.. .. . House Forté and.‘is rumoured to have increased-its stake | 

“Tt will be: little worider if-the investor pursues a PE in Skol International from 31.per cént to-over 50 per cent. `- 
BE for awhile, in- case there should be further shocks ‘Allied’s Double Diamond beer continues ab the’ ears 


“found the’ corner. ^ selling beer brand in the country, while Skol i8 better. 

' Below. is a Selection. of co oration doute. and d known among the-beer drinking public. than- any other. 
interest stocks: nn | Me xat. a = _ lager brand. in. the country. Pretax profits to May 6th, 
NN TUN MET ME MINE 71972, were 23:3 per cent up, dnd it is almost certain that: 
E eeu g : Corporation Loans ` wees: 5 5 > "© results for the whole year will be. substantially higher. The. . 


o p YES de auf Leu E ' Erroll, Committee’s ‘recommendations on: licensing, -if —- 
| Price fst High OW. adopted, will be warmly welcomed both D the DD n 


‘Corporation of London "n per osit., PAS 


X979-81: 5.5 249p E 83. jetz iud gg and their customers. | "ITEM ded a 
_ Corporation. of London oz per cent E EDEN EE ` : i | | E > = e 2 e css i s 
ILL MEM 104. 90 109: (1007 ` United Biscuits B 3 d A CL y 
Greater London-94: per ‘cent 1980 5 10.94 '1 x 


99- This is the parent: company of McVitie Price, Macititie s 


boc London Ki per cent 1980 : : pss LM. - Lang, William Crawford, William McDonald and Meredith - 
A i | NL E p ME 7 PPS, | 400 & -Drew. Other. activities include ‘baking and con- . 
ons ! ' ... fectionery, The shares rose threefold i in the 12 months to . ` 
p » Fixed interest. Stocks (Industrial, Commercial): ^ QC April 1972, and the current year ‘has so far gone well with: 
“11104 parcentioah 1991-96 .. . 108 ' 10-4. 120  ^101 “half-time pretax profits up from 2:2 million to o. 
“Imperial Tobacco- 16278 per cent. o v c million {a rise of 67 per. cent) and with the chairman fore- - 
. loan 1990—95 . 5 nl 02 "405 119 / 89. casting a substantial improvement | over. .1971 at. the year: 
“International Stores bci per. cent . dan Tues | NU end. IE i Um 
loan 2003—08 . E us i X45 106 86 048 The interim nidum ned dn 4 per cerit to 6... 
"Johnson Matthey 7k per cent ^ °° 7 7 70 . per cent, and the year's total is now forecast at 14. per. cent, 

, debenture 1990-95 so aeo 762020:98 7 89 74 y rds 10 per cent abes to the Sad "FIM ML LES. 
" i C" a E ap n D us P de EUR "o E 
:Ofdinary shares- | ' : Scottish & Newcastle. _ boue xs - EN 


Ordinary shares were inclined: to Bardean: a litte before’ die This company, though —M benar is included at. 
announcements. of: the: special. deposits and the minimum `, the ‘present time’ because it is thought’ to be the next, 
` lénding ‘rate of 9 per cent. In times past, even 7: per. cent `. brewery to be: taken over. .If this does not happen, the 
“would be regarded as a crisis rate, but now — even with shares will still be an excellent investment and one of the ^ r i 
‘inflation reduced from its recent high levels.— it is argued very best in. the brewery sector. For the year to April. 
‘that the cost of money is not excessive in real terms. 30th last, net profit increased by £1,799,000 to £11;283,000 
However, the market oe not like sudden Buon and it ` the dividend was S increased IA 2 per. cent, and £433 5009 ` E js 
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was placed to reserves. There have been numerous sap 


issues. 


Union Corporation 


This is a mining finance house and the reason for its 
inclusion in this selection is that it is big in platinum which 
is expected to have another good year in 1973. It is now 
being more or less taken for granted that a public flotation 


' i 


GENERALLY, it is best to borrow funds 
for house purchase, even though the 
necessary capital may be available. The 
practical difficulty is that, on occasions, 
for certain types of house, it may not 
be too easy to borrow the necessary funds 
with the result that good shares may 
have to be sold. 

To overcome this difficulty, Antony 
Gibbs; (Mortgage Services) Ltd has an 
arrangement with its associated merchant 
bank: and other lenders whereby house- 
purchase loans can be made against the 
security of good quality stocks and shares. 

The loan can be redeemed without 
penalty at any time, and. interest is 
charged on a day-to-day basis at 34 
per cent above the bank’s base rate. 

For a high tax payer, the net interest 
paid will be low compared with the 
capital appreciation — net of capital 
gains tax — which should be achieved 
for the shares. Often it is best to arrange 
for the loan to be repaid i in due course 
by means of a maturing endowment 


policy, 
|ë $ $ 


FOR those obtaining a house-purchase 
loan in the normal way from à building 
society there are various ‘topping up’ 
schemes, so that, overall a loan of 
r00 per cent of the purchase price can 
be obtained. The usual procedure is 
that. the normal building society loan 
is topped up with a fürther loan from an 
insurance office. Rather naturally, part 
ofthe bargain is that endowment assurance 
must be arranged with -the insurance 
office for the repayment of both the 
loans. 

Under the Scottish Equitable's scheme, 
two endowment policies must be ar- 
ranged, with the first covering the amount 
of the building society's loan and the 
Second covering the second mortgage. 
These policies may be on a non-profit 
or with- profit basis. With this particular 
sche e, the rate’ of interest for the 
= mortgage is fixed for the full 


term] of the mortgage, being half per. 


cent above the interest rate charged by 
the building ‘society at the outset. ‘The 
second mortgage must not be less than 
£500 and the total of the first and second 
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of the group’s Impala platinum mine will take place 
sometime in 1973, with one of the ‘biggest metal contracts 


ever written’ under its belt, namely, that with General 


- 


Motors of America. 

Presumably shareholders in Union Corporation and UC 
Investments will get preferential rights in any such eventual 
offer. The group also has substantial gold interests, as well 

. as industrial interests. 


mortgages must be more than £10,500. 
lhe second mortgage must not exceed 


one-third of the total advance, with a 


maximum of £6,500. ` 
ae ae ae 


IT is at this season that the life offices pat 
themselves on the back and point out 
that they have conducted record business 
during the year. In fact, allowing for 
inflation, the growing population, and 
the greater sophistication of many people 
towards financial affairs, many insurance 
companies have done little more than 
stand still, and some may not even have 
achieved that. 

There is, of course, still considerable 
scope for the life assurance industry in 
this country, but a curious feature is 
that comparatively little of the total life 
business is secured by insurance brokers, 
although to a great extent they are 
responsible for many of the larger 
policies and those involving complex 
situations. 

Although it is often said that there is 
nothing new in life assurance, there 
remain plenty of opportunities open to 


insurance companies. Perhaps one of the, 


chief problems is that life assurance is 
based on the idea of .level premiums, 
Whereas, in these inflationary days, 
premiums should increase throughout the 
term of the policy. As it is, effectively less 
is being paid each year towards a life 
policy, and the results at the end of the 
day are obvious. Nevertheless, to change 
would mean an alteration in legislation, 
since such a contract would count as a 
non-qualifying policy. 


ae ae ae 


INCOME BONDS are coming thick and 


fast from many of the major insurance 
companies. From their point of view, 
they are much more satisfactory than 
growth bonds, since, from the tax 


aspect, income bonds are almost self- 


balancing. Since the Commercial Union 
introduced its Prosperity Bonds in the 
summer, more than {20 million has 
been invested in them. The company 
promised that it would retain the bond 


as a standard contract. The increase in 
market rates of interest has meant that 
the Commercial Union recently has 
been able to offer an improved net yield. 
This now ranges up to 7:8 per cent. 
Most income bonds consist of a 
temporary annuity and a deferred an- 
nuity. The temporary annuity provides 
the yield over the pre-arranged term, 
and tbe cash option under the deferred 
annuity provides the return of tbe original 
purchase price at the end of the day. 
One income bond which is unlike most 
others is being written by the London 
Life Association. Apart from providing 
a net yield of more than 8 per cent in 
some cases, it has important advantages 
for surtax payers and those who will be 
paying higher rates of tax in the future. 
This bond consists of a temporary . 
annuity, with part of the annuity benefits 
being used to pay premiums towards a 
profit-sharing endowment policy — so as 
to replace the original purchase price 
at the end of the ten-year term. Normally, 
at the end of the term of an income bond, 


` &urtax payers face a charge to surtax or 


its equivalent, based on the gain under 
the deferred annuity. With this contract, 
however, since the original purchase 
price is returned by a maturing qualifying 
life policy, there is no such tax charge. 
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WITH plenty of uncertainty for UK 
ordinary shares during the next few 
months, an increasing number of unit 
trusts are concentrating on building up 
an international portfolio — where the 
managers are allowed to do so by their 
respective trust deeds. 

For instance, Mr Jeremy Hebblethwaite, 
managing director of Scotbits Securities, 
claims that, with almost half its portfolio 
outside the UK, -Scotfunds ‘has a fully 
international approach to investments’. 

At the end of the trust’s latest half- 
yearly accounting period on October 
15th, the largest overseas holdings were 
Hong Kong (12:28 per cent), the Nether- 
lands (12:20 per cent) and the USA 
(8-78 per cent). The managers have said — 
they intend to take further advantage of 
the opportunities emerging from the 
improving economic position in the US. 


VAT in in 1 the Enlarged Common Market 


- 


Variations Discussed at Amsterdam Conference 


V 


-NTRY of. the United Kingdom, 
Denmark and Eire into the: EEC- 


-brings the number of members to nine, 
and. the introduction of VAT -by the UK 
‘on.April rst this year will mean that by 
that date all members will have VAT. 
Italy, who after several postponements has 
just introduced the.tax on January rst, 
completes the original six, and Denmark 
"and Eire have previously introduced this 
tax. The object of a three-day conference 


‘recently held in Amsterdam was to ` 


compare and contrast the present systems 
‘of the various member countries, to 


“examine the effects of the EEC directives, 


‘and to. see what future harmonization 
would mean. 

Under the joint' chairmanship of 
Professor G. 5..A. Wheatcroft-(UK) and 
Dr J. Van Hoorn (Holland), the speakers 
were Dr P. Nasini (of the EEC), Messrs 


A. G. Davies (UK), A. E. de Moor - 


(Holland), G. Egret (France), G. Rau 
(Germany), and F. Stranger (Norway), 
| who are all tax specialists in their own 
countries. There were delegates from 
1I countries ~ Austria, Belgium, Finland, 
. France, Germany, ~ Holland, 
Sweden, Switzerland; the United King- 
dom and ‘USA. It was, perhaps, sur- 
‘prising, in view of the importance of the 
subject,. that there were present only two 
chartered. accountants in practice from 
the: UK. 


Treaty obj jectives 


One of the main purposes of the. Treaty: 


.of' Rome establishing the European 
Economie Community .was to create 
- between member countries a. common 
“market in which conditions analogous 
.fo.those of an internal market should 
prevail ‘and, therefore, to eliminate 
- factors likely to distort competition. 


One. such - factor is the different tax. 


systems in the various countries, and the 
EEC Commission has issued two direc- 
“tives aimed at harmonizing the various 
‘turnover taxes into a common VAT 
system. The Commission has not yet 
: pressed the matter of divergencies, but 
once all countries have introduced VAT, 


it. will probably ‘start to take steps to 


press for conformity. — . 

The first day was mostly taken up 
"by each speaker highlighting the main 
features of VAT in his country, at 
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` present, and the EEC view of the future 


was also given. VAT in Denmark, 
Belgium and Ireland was alsó covered. 


-'The:first and second directives of the 


Council of the EEC were dealt with, 
showing the intention that the ratio 


of direct and'indirect taxes should be > 
harmonized along with the systems and . 


rates. 


Revenue disparity 
The present disparity in the revenue 


obtained from VAT is high. In, France 


VAT ‘produces 42 per cent of the total 
tax revenue, in Belgium 32 per cent, 


. in Denmark 16 per cent, in Germany 


23- per cent and in Holland 27 per cent, 


whereas in the UK it is estimated to 
produce only 8$ per cent of total taxes. 


The comparison between. different coun- 
tries brought out the fact that it is not 
only the standard rate which varies, 


but the number of different rates and ` 


the types of goods and services which are 
included in.each special rate. In France, 
for instance, not only are there ‘four 
different rates, but there are some items 
such as hotels which are taxed at the re- 
duced rate, of 7 per cent, although 
standard-rated in the UK. The reduction 


in the French standard rate from 23 to. 
20 per cent, as-from January Ist, was, 


announced during the conference, but 


the.consensus of opinion was that here ` 


would eventually be only two rates, a 
standard of about 16 per cent ‘and a 
reduced rate of about 8 per cent. 

It was assumed that ifthe British rate of 
Io per cent is increased to 16 per cent, 


direct taxation and possibly some. in- 


direct taxation (e.g. excise duty) would 
be reduced. However, not only would 
the present zero-rate become 8 per cent, 


- but some zero-rated items such as news- . 


papers and advertising could become 
standard-rated. 'l'he essentials of the 


. VAT rates in each country are as follows: 
(from January. rst, - 


France — Four rates — 
1973) — 20 per cent (standard), 2, 
. 17:6 and 33$ per cent. After criticism 


from the French speaker of any zero-. 


rating the French government an- 
nounced during the. conference: that 
. beef will be zero-rated for six months. 


Belgium — Four rates — 18 per cent (stand. 
ard), 6, 14 and 25 pee cent, as well as 


a 1 little zero-rating uud special rules for — 


i agriculture. s 
Denmark — rs per cent, zero-ratiùg. . 
Norway — 20 per cent, zero-rating. 


Germany — Two basic rates — 1x per 


cent (standard) and 54 per cent, but 


special rates of 8 per cent for agri-. 


culture, 3 per cent for forestry and 
' 4 per cent for small businesses. 


Holland — 14 per cent (standard) — tobe: 
increased to 16 per cent for.1973 — . 


and 4 per cent. Zero-rating ‘of news- 
papers only, 


Italy — 12 per cent (staridard), 6. and 18. 


per cent. 
Eire — 16-37-per cent Cuadri; 5°26, 
I-II and 30:26 per cent, and a few 


zero-ratings. -Eire also has several 


special rules for second-hand. goods, : 


: small businesses, farmers and fisher- 
men, and non-deductible items which, 
taken with the rates, make the Trish 
system the most complicated of all. 


United Kingdom — 1o per cent (proposed), 
more zero-fating than any other coun- 


try (estimated to amount to 40 per cent ` 
of p AE and more emp nons 


than most. 


Other vardtións 
Other variations noted included: 
(i) The liberal professions: (lawyers, 


architects, accountants) are exempt 


in some countries, e.g., France, 
Denmark and Ireland. | 


i) Voluntary registration of exempt ; 


businesses 1s sometimes allowed 


in France, Denmark and Germany, 


and prospectively in the UK; : 
(11) Agriculture ' has varying special 
rules, including exemption, zero- 


. rating, EUER DS and special. 


rates. . 
(iv) All meals are .non-deductible for 


.input tax purposes in Belgium: 


and Holland. ^ ` 


(v) The criteria for small' businesses j 


"vary considerably. , 


It was also elus by Dr Nasini 
that the EEC doesnot like'zero-rating, 


but is quite happy: with exemptions. ‘This . ` 
is because the EEC will receive up to: 
I ‘per cent of all VAT- ‘revenue, xs 
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problems to the U.K. With the TA range of electronic accounting and í 
invoicing systems. With their specially prepared. VAT Accounting | 

















| Service. And with their ‘no-risk’ systems policy which allows you to see. 
your system inaction before ordering. | | "E 3 

Send now for our VAT Booklet and details of the TA machines for all 525 
. M accounting requirements. ` E p © B OM 
TA. Sales & Service in London; Birmingham; Manchester; Norwich and 1o AN 
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Auctioneers and Surveyors 
Valuers of Industrial Properties 
Plant and Machinery 

Fire Loss Assessors. 


20 Hanover Square, London wir oH Tel. 01 629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh Eu? 4pR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 
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. itis in response to many requests made by readers that  - 
this volume of selected episodes now appears. : E 
The: series reflects. the humour, drama and sometimes ~- 
. the pathos of situations involving the author in his day- 
‘to-day contact with his colleagues. A NE 
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TE E produces more revenue: than .. 


zero-rating. 


Detailed papers were circulated vind 
summarized the place of VAT in each - 


country' s tax system, its main character- 
istics — especially of imports, exports and 


international services — and also VAT and . 


tax evasion. In this field, there would 
seem to be considerable evasion in 
.. France|’ ‘among retailers ‘and . suppliers 
of services. Measures exist for. combating 


evasion, but they are rarely wsed.. It 


appears that the standard of tax morality . 


is higher m the north than in the south 
of Európe, The summaries also showed 
up slight differences from the directives 
with regard to the tax point, the place of 
supply; and the treatment of capital 


goods, ‘The United Kingdom is the only ~ 
country .which allows deduction of the 


full input tax on capital goods at the time 


of supp y. 
The | object ae harmonization is to 


dis inequalitics i in E DA between 
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member states. In EM sümmary of each: 
, country's. systems, : ‘the most "common 
: phrase is that ‘this does not ‘conform to. 
the second directive’, and it was made ` 
“clear that. all ‘members will cena 


ae to conform. 


Similar systems . 


‘The second. and third days dedit „with 


imports’ and exports arid. international 
services, and discussion of points raised 


by the delegates. “All systems are similar . 
- for imports and’ exports, with some minor 


variations, and ‘generally are in accord- 
ance with the EEC directive, except 


that Ireland gives exemption to goods 


imported by a taxable: person for his 
business.. VAT on costs incurred in a 
foreign country when. a foreigner is 
exporting to that coüntry are. usually 
recoverable through a nominated rep- 
resentative in that country, e.g., the buyer 
of the goods. This is, of course, not yet 
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"the case in m UK. ‘Tf diete is no rep- 


resentative, VAT can be recovered in. 
--Belgium and.Holland,.but not elsewhere: 


'The discussion on international services 


highlighted some of the variations from ~ 
„country to country, and showed that a 
Service can be subject to double taxation 
ps some cases, A closé study of the law. 


,each. country could also make it 


possible to avoid any taxation by export- 


ing a service to the right country, due to 


_ variations in the rules on the import and 
on the place of utilization of services. 


Once again, harmonization became im- 
portant, and until this takes place, double 
taxation may be unavoidable. ' 

Two services in particular are not 


harmonized at present — insurance and . 


banking. It was suggested that insurance 
will be exempt from VAT, but will have 
a special tax, and that banking will be 
harmonized -so that all true, financial 
charges will. be- exempt. Banks Brun 
have a i special tax in France. 





^ Letters 


us 
“Mortgage and Andi Contracts 


SIR, — A related problem has recently arisen for an acquaintance 
of mine, which has a great deal of similarity with the opening 
paragraph of an article in The Accountant for July 27th, 1972, 
" On pageliis. . 

A single lady of 59 owns a leasehold property in which 
„her mother resides and which is worth at. current market 


prices approximately £7,500. She has no one to whom she 
, wishes to leave this house on her demise and is anxious to. ` 
remain therein during her lifetime, but to capitalize on' the 


value off the property while remaining a life-tenant.. p 


On her behalf, I have approached a number of companies; 


including that company mentioned in your article, but there 


has been: no success whatsoever, particularly because of her 


age and jartly because of the leasehold nature of the property. 


It is understood that the. freehold can be purchased at about. 


£400. 
Othe 


only buy the property at half the value and the income there- 
from would probably not cover the cost of.rented council 


prope | She has approached a building society but without 
SUCCESS., 
Any comments or suggestions you have, ór names of firms 


to whonh| an approach could be made, would be appreciated. 
This is. | human problem and I cannot Rene that this 


k T3 


| 
| 





nn which fave been tried included the tesis. 
bility of selling her property to the local authority but they would - 


+o 


lady is on her own in a problem of this nature. If there are no - 

' companies interested in this type of business, it may well be: 
-that this is one area in the financial iink which needs to be ` 

. covered dt a vey early date. - 


Yours faithfully, 


Birmingham. R. FEATHER. 


[Our Insurance mec ET replies: 'T'he basic srbn is the 


lady's age. At only. 59, there will be a very poor return from an 


- annuity, and thus this kind of contract is not a viable proposition. 


If she bought the freehold, a building society might provide an 


"interest-only loan. But the interest could amount to as much as 


the benefit from an annuity purchased with the lump sum — or 


, certainly there would not be much margin., 


This is simply not á suitable case for the arrangements outlined 
in the article. Only when an owner is much older does s idea 


. become economic.] 


Beware of the DTI? 7 


` $m, - The letter from Mr F. M. Wilkinson in your December 
, 14th issue once again spotlights people’s antagonism against 


unit trusts. I have been associated with unit trusts for many 


Years now and I realize that in his letter the ‘rogue’ is the DTI, 


ut nevertheless his concern is ill-founded. If one. cares to 
think about the DTI’s reply, it really is common sense. 
All unit trusts will give any information which a unitholder 
cares to ask the -management company, but to incorporate 
additional information to add to thé extensive information he is 


given already, would add to the unit trust manager's burden : 
and create confusion to unitholders. Y our correspondent should 


remember that unit trust. managers’ charges have remained 


static since the industry's In pao and are ias past due for an 
increase. l 


In my experience, unit trust managers or trustees are very 
closely scrutinized by the'DTI, to the extent that no unitholder 


. in ah authorized unit trüst need have worries that moneys are 


being used for purposes’ other than which: they were intended. 
The main criterion when investing in a unit trust is timing, 


as indeed’ it is with any’ stock exchange-orientated investment. - 
' Possibly the best course is. to consult the Unit. Trust Year Book - 
and thereafter. further to consult a stockbroker as to his B opimop 
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| on one's date of ne trust; No ere amount of nee 


: information will help to ‘make one s choice of unit trust a star 
a 


Yours faithfully, ; | 


` Welwyn, Herts. D. J. ALLEN. 


; Inflation — The Cause and Cure 


n I 


Sir, - Of course Mr Clayton is right (December 14th ub 
- = inflation is legalized robbery; and the cause of the inflation 


“ds, twofold — namely, on the,one hand excessive use of the 
-` printing press to create an excess of currency "while at the same 
- time permitting ‘the financial institutions. to create . almost 
;unlimited credit so aggravating the situation | still further; 
and, on: the other hand, excessive government. expenditure. 
“Both of these .matters lie within the control of. government; 
"but while ‘politicians continue to bribe the electorate with its 
. own money, it is difficult to see how any of Britain's problems, 
"including the key one of inflation, can be cured within the 
framework of democratic government. 

, Nevertheless, the first steps in any programme to deal with 
^jaBation should be, first, an end to all assistance to the under- 


^ developed world except where it can be justified by normal 
E commercial considerations; secondly, an end to the ‘lame-duck’ 


. z policies that direct resources.to decrepit and dying industries 
' when such resources should be directed to new and vigorous 


overseas in favour of the defence of these islands — for what 


P is required is an overwhelming preponderance of force in 


i* 


northern and western Europe, together with small but highly 
.;' effective ."üre-brigade' forces capable of. putting out brush- 


“4 fire wars in parts. of the world where British interests are 
| ;, threatened. 


' "The basic cause of all our : troubles i is.simply that we are all 
. far too greedy, and unwilling to live within our limited means. 


- While both public and politicians alike ignore the lessons of. 


E and flut with the dubious findings.of such pseudo- 
‘sciences as sociology, we can anticipate. nothing else but 
: "blundering from one disaster to another until, finally, we are 
engulfed in the disaster that we have created by. our ignorance 
 ánd.greed. Mr Powell pointed out long ago that the politicians 
-created inflation, and the politicians alone can cure it — if mo 
, have. the courage.. 

Yours sincerely, 


X 


ute p3 J. A H. LAURENCE, L.C.P., F.C.L8: 


Sunderland, Co. Durham. 


"'Éxamining an Examining Technique 


- SiR; - Your i issue of November 3oth, 1972, contained an article’ 


, entitled ‘Examining an Examining Technique’, by Mr Robert E. 


>. Ellmer. Mr Ellmer was extremely critical of the multiple- 


‘choice technique of testing. The basic erroneous assumption 


` made by Mr Ellmer is that the multiple-choice (or any.other 


. type of objective testing) is a substitute for essay-type examina- 
“tions and. that advocates of objective examinations believe 
"that they are useful in all situations. Such is not the case. 

"The objective type examination is designed to measure the 


"examinee's mastery of specific factual material or techniques. 


«Itis not designed to allow the examiner to.judge the thought- 


. processes of the examinee. 

In any field of endeavour there is a ius amount of factual 
‘information that the neophyte must master before he can 
 .proceed to more. complex problems. The instructor must 
.determine what facts the student should know, and then assess 


.. the student's mastery of these facts, The objective exainination | 
4s an adequate tool for assisting in such an assessment if it is . 


ra T propel prepared. . ‘The effort a to construct’ a is 
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ptm exam is Edu. be greátér than Eur debel 
to construct an essay exam. The amount of.time required to 


score the multiple-choice exam is. much less than that required 


to scóre the essay exam, and the results of scoring the rnultiple- | 
choice exam are much iore consistent than the resülts of the: 
essay exam scoring. 

The multiple-choice (or other objective) exam- is icant 
when there are many examinees; it is effective when the ob-:. 


-jectives of the examination process are clearly maintained by « 


the preparer.of the examination and.the material is suitable for 
this type of presentation. The essay exam is efficient when there 
are a small number of examinees and i$ effective if the thought- _ 
processes or the attitudes of the examinee are important. 

Mr Ellmer indicates that there is only one method of scoring . 
multiple-choice exams. The designer of the examination may ` 


elect to use any method of scoring he deems appropriate. There- 


is often no need to penalize the. student for guessing — there is . 
often no need for all questions to carry the same weight. : 

‘It is true that the student. should not be penalized for i ini | 
efficiency on the part of examination readers. It is quite. likely; 
however, that a better result is obtained by using a good . 
multiple-choice exam and having consistent scoring than by -. 
using an essay exam and having haphazard scoring by over- ' 


. worked readers who are inconsistent and hurried. ' 


The multiple-choice examination definitely has a Duce in 


"the lexicon of techniques used by. the instructor. Like any | 
. industries; and thirdly, a reappraisal of defence commitments ` 


other tool, the multiple-choice examination should be ‘used 
for the job it was designed to do. > 
l . Very truly yours, 
LLERS, PH.D., C.P.A., 
Assistant Profesor. ^ 


` COLLEGE OF Busines ADMINISTRATION, ` 
TEXAS A & M UNIVERSITY. - 


JAMES H. 





^ 


Texas, USA.. 


No Accounting for Accauncanóy 


SR, — I have already tried (in my letter in the Gate EM 
1971, issue) to convey the thought to.your readers that the - 
word 'accountancy' refers to the disciplined recording of 
business transactions, and that ‘accounting’ may refer to any 
sort, of recording of business transactions, disciplined or 
otherwise. Indeed, a veritable heap of figures would fall within - 
the meaning of ‘accounting’. 

Now I want to. campaign for the continued use of the old- - 
time ‘as at’, or even as on', which are'in danger of being ousted 
by simply ' at’ or ‘on’ — the latter form being used by people ` 
who are under the impression that the longer and shorter forms .: 


are synonymous, and who prefer the shorter: form: because it . 


seems, presumably, the longer. form irritates them. 
In my opinion, ‘at’ and 'as'at' are not one arid the same thir 
In connection with the balance sheet, the word ‘at’ before the | 


-date could be taken to mean that in point of fact the balance 


sheet was actually prepared on that very date — and this, of. 
course, could indeed be true — whereas the words ‘as at’ clearly 
indicate that the. details refer to the date given, although the’ 
document was prepared some time later. Where the latter 
situation obtains; which, I would imagine happens most of the 
time, it would seem downright untruthful to use the word 
‘at’ without being preceded by ‘as’. May it not even be possible : 
that the balance sheet ‘at December 31st’ could be different 
from the balance sheet ‘as at December 31st’, since in the latter’ 
context details have come to light which, although referring. to. 
December 31st, were not known ‘at December 31st? ~ 
So I'm splitting hairs? Well, that i is what DUDEN is a 


about! 
Yours faithfully, 


ens South Africa. ROBERT E. ELLMER. 


January 4th, 1973 . 
Eu X 


STUDENT ROUNDABOUT 


ACCOUNTANT ~ 


Another Successful 


Birmingham EDP Course 


HOSE members of the Birmingham 

CASS who attended the Society's 
first disco arranged in conjunction with 
the Young Professionals Club the night 
before might have been excused for 
arriving late for the Society's fourth 
residential EDP course held at Lincoln 
Hall, Nottingham University, from De- 
cember r6th to 18th. However, such is the 
reputation and stature of this course, 
organized by ICL, that not only did a full 
complement arrive, but they also proved 
to be very attentive during the intro- 
ductory lectures and films which began 
in the M E 


To get away or to learn? 
The attendance of nearly 8o included a 


number of young qualified members which 


indicates either a shortage of computer 
education prior to qualifying examina- 
tions or more likely the daunting alter- 
native of Christmas shopping with wives 
and girl friends. Nevertheless, it caused 
the speakers, Mr E. J. "Trafford, Mr 
G. M. R. Willmott, M.A., and Mr R. 
Crane, iA.C.A., to comment that this 
perhaps|was the most mature group of 
students they had had the pleasure to 
address. Consequently, the pre-dinner 


conversation proved to be more stimulat- 
ing than is usually reserved for this 
occasion. 

Guest night dinner was held in Hall 


when Mr R. J. Walls, M.A., LL.B., A.C.A., 
who presided, welcomed the President 
of the Senior Society, Mr C. Anthony Lee, 
F.C.A., the President of the Students’ 
Society, Mr Gordon Major, B.COM., 
T.D., F.C.A., the Chairman of the Joint 


. Lecture Committee, Mr 'Peter Jones, 


PF.C.4., and Mr Colin Cassie, of The 
Accountant, ‘the students’ friend whose 
enthusiasm for student society affairs is 
much appreciated’. 


Testing problems 


The introductory lectures dealt most 
capably with the elements of computer 
hardware, file systems, and the prepara- 
tion of programs to be considered later 
in the course. Sunday morning then 
provided a serious lecture on software and 
the not so serious incident of a student 
arriving for lunch clad only in pyjamas 
asking for breakfast. The course was 
now in full swing and the students were 
all keen to make the most of the expert 
lecturing talents of Messrs Trafford and 
Willmott. 

Monday is traditionally the closing day 
for the course, but thick fog brought a 
delay in the mass exodus to Birmingham 
and many thought it expedient to remain 
in Nottingham until the following morn- 
ing. Traditionally, the lectures on the 
final day have provided most of the 
problems for students and this year was 





Members; of the audience at one of the lecture sessions at Birmingham's EDP course. 


parques! | 


Sheffield Polytechnic, 


29 


~ 
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no exception. The day was devoted to the 
discussion of the results of the case study 
undertaken earlier in the course and the - 
auditing aspects of a computer system. 
Whether or not it was the fog or the 
complexities of the final day which caused 
students to stay behind and drown their . 
sorrows is open to speculation. Neverthe- 
less, the students found the course very 
beneficial and thanks are due to the 
lecturers and the organizers, Mr R. J. 
Walls, a.c.a., and Michael J. Fallows, 
the Society's Secretary, for ensuring such : 
a degree of excellence. 


SHEFFIELD DAY COURSES 


The first in the continuing series of 
whole-day courses for Intermediate and 
Final Parts I and II members of the 
Sheffield CASS takes place on January 
12th, when Mr S. A. Chait, B.A., F.C.A., 
of Sheffield Polytechnic, will lead a 
course on ‘Company accounts’ for Inter- 
mediate students. 

On January 26th, there will be a 
course -for Final Part I students on 
‘Executorship and estate duty’ when the 
lecturer will be Mr E. C. Johnson, B.a., 
A.c.A., Of Hull University. For Final 
Part II students, there is to be a course on 
‘Marginal and standard costing’, on 
February gth when the speaker will be 
Mr H. S. Anderson, B.sC., A.C.A. 

All the above courses will take place at 
Room 3106. 
Further particulars are available from 
the Society's education officer, Peter J. 
Flint, A.C.A., Sheffield and District 
Society of Chartered Accountants, 22 
Norfolk Row, Sheffield Sr 2PA. 


LETTERS TO ROUNDABOUT 


London's Special Meeting 


` Sm,-I don't think Mr Sayed’s letter 


(‘Roundabout’, December 28th) gave a fair 
impression of events at the special general 
meeting of the London CASS. 

It is not true, as Mr Sayed says, that 
‘an invalid motion’ was carried. It is 
possible to distinguish two types of ‘vote’ 
of the general meeting. One was a vote on 
a motion advertised in the agenda. Such a 
vote represents a decision of the Society, 
and binds the Executive Committee. The 
other ‘vote’ was a ‘straw vote’ which is not 
in any way binding on the Society and is 
not, as such, a motion at all. 

The straw vote is used so that the 
members present at the meeting can 
indicate to the Executive Committee their 
preferences on any subject-matter arising 
during the course of the meeting. It is an 
invaluable device because it communicates 
to the Committee the feelings of the active 
members of the Society. To say that this is 
in any way undemocratic, emotional or the 
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act of. anger’ is aine and- untrue, forinally — or ada dy! any problems of: g! aonn alli&née: "Thére E 
"'l'he Executive Committee. in .no way member of the ‘Executive, and though this is no doubt that many of the problems on 

' infringed the rules of the Society and made, may appear trite, it revealed a lack of -the domestic front are unattractive ahd’, .. 
E every effort to allow all opinions to be ' discipline-and decision which was apparent unglamorous; ‘but they exist and should not Dc 


D expressed. Jt.is.to be noted that never throughout the meeting. ‘A sense of disci- be swept undér the carpet... P PEN NI 
' ; before’ have the members of the Society. pline and ; responsibility must; in my“ iua ' Yours faithfully, ^ "ORELL 
~ had the opportunity to express, an opinion opinion, prevail above all else in an organi- 
2 on the co-opted. members of the Executive ` zation. which urports to represent: all "MICHAEL J.-F ALLOWS 
` Cómmiïttee. Increasing democracy always other studerit accountants in the ‘country. . : Secretary, " ngham . 
"leads to added complications but the >, This Executive is in a rut; there is only Birmingham: A 2 "CASS. - 
-i Executive ‘Committee iš- detérminéd to’ one différence between .a rut and & grave ` ; : s 
',open.the Society to its members. I would and. that is the depth. One member of the - NOTTING HAM” SOCIETY S. 
: üsk- Mr-Sayed to interpret events from.a Executive openly admitted to me, that he. ^ . ,^ THREE-DAY. COURSE . CR 
more balanced standpoint... "' dn ‘bored’ with his function in ACAÁSS. . ' Tutors fuam Caer Ruin Hall can expect p 
21 Yours faithfully, ' : A | may add that his function in. ACASS is tt ti di t. ‘thr -d 
e. y abs » one which. has ‘successfully been indes : an. attentive: audience at: a Ee 
| + “RICHARD VINSON, B.a. ` ‘course to be held by the Nottinghain : 
ve taken by. BCASS and has proved to be, y £ 2 
| ; ` Chairman, Executive. Committee, beneficial to the’ students. ~ - ' CASS from January 28th to 30th at the. -~ 
London EC2., oe po London M -. Neither am I. satisfied that ACASS has Bridgeford: Hotel, Nottingham. The 
. ^ y its priorities in-the right order. No sooner course, which is for Final Parts I and II 
E Exam Paper Confusion ` . ! had I been ‘co-opted’ to the Executive ' students, commences- at 9.30 a.m. ánd .: 


on LE Since November 1972 the Mer- ‘than I was invited to the International . . the fee is £4 inclusive-of luncheon on the 
-cantile: Law paper in the ICA examinations Conference in. Paris for a ‘week-end. lam , first. two days — —the course: ‘ends . vat 
has: been radically altered in style. In fact, . sure that. such a meeting has a place i in the 12.30 on January 30th. 5 
'; Students are now required | to deal, with . . calendar in view of Britain's entry into the . . Furth detail d a Heat forme IG 
'.case law in: minute detail and the per- | Common Market, but the first: responsi- ` vailabl f Pw S p P ke ec 
/céption required in answering these © bilities of ACASS must’be to the students’ are available from the ociety’s Treasurer, ' 
"extremely penetrating questions is gréatér societies who are keeping them in business. N. iL. Crockford, ' “clo | Chamberlain, A 
“than: that required in. the solicitors’ own ' Students. would rather we put Our own Turton & D unn, . Clumber’ Avenue; _ 
examinations. HN house in ‘order before facing the inevitable SAOR Rise,. Nottingham ae 5 LAB. 
. - Having, after due’ warning, "Brought b = t E . Loc 
* about .this unprecedented change, the 
«Institute now proposes to drop mercantile- 
law in its entirety from the professional 
` examination under the new syllabus, rele- , 
‘gating the essentials of contract to the 
. foundation level. It would ‘be interesting: 
- to, know who is. ds cee for. puch: 
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Iu - Yours faithfully, ` ' 
PETER PENNINGTON LEGH, . 
London ECa. ^ President, ACASS.. ` 
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E P ` ACASS in a Rut- 


SIR, _ i was. invited to attend the meeting ` 

^ of the ACASS. Executivé on December 18th | 
and: was duly- ‘co-opted’. to.serve as a 
"member. of this: Executive until March . 

'. 1973 when new members. will: be: elected. 

.  .'The fact that Birmingham has riot been 
TU Tepredenpen on the Executive since Alastair 
.,Greeyes in 1970-71 is entirely the fault of  : 
the committee of the Birmingham CASS. '. 
"No-blame can attach itself to : ACASS, 
although I am sure they will agree that 
‘representation is scant reward for the levy ` | 
"of. £450 p.a. which is Birmingham’ 8 SPIOfSedbr. David Salomons, B. Com., D. Sc. (Econ, . F.C.A., ProJect-Director, Advisory Board of. i 
i contribution to ACASS funds. . " Accountancy Education, centre, pictured with Sir David Pitbladó, K.C.B., C.V.O:; Comptroller .« ' 

` However, I remain unimpressed and in |. and Auditor- General, right, and Mr John P. Hough, F.C.A., Secretary, The Institute of Chartered , 

fact more disillusioned with ACASS than ' "Accountants, In England and Wales, at the recent annual dinner: of the London. ‘Chartered: TE 
^J was.before I had the pleasure of seeing Accountant Students’ Society (' Roundabout’, ‘December 28th).' D 3 
the Executive-at work. I found | an organi- . , As part of. his long-range inquiry into education and training; Professor Solomons. dias hne. 
.zation undisciplined i in the correct conduct circulated a comprehensive questionnaire to over 4, 000 chartered accountants - — see page- 3 

' of a | meeting.. My‘ co-option'. ‘was neither of this cia i 2 
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THE ACCOUNTANT 
.i Index to Vol. 167 
July to December 1972 


-The General Index to Vol. 167 - July to 

December 1972 - is published with the 
present|issue. The parts of this volume, 
with the index, can now be sent for 
RERE ' 


PROFESSIONAL NOTICES 
BRIGHT, GRAHAME, Murray & Co, 


Chartered Accountants, of 22 Dorset. 


Street, l;.ondon Wr, announce the ad- 
mission to partnership of Mr Davin 
HARVEY, A.C.A., with effect from January 
Ist, 1973. 

DRURY Tuurcoop & Co, Chartered 
Accountants, of Leith House, Gresham 
Street, ! |London EC2, announce that 
Mr HOWARD MOsTYN WILLIAMS, A.C.A., 
has been admitted into partnership from 
January ist, 19737 

Mr 'H. Patrick Finn, 
O.B.5.5. Chambers, Rodney House, 
Castle Gate, Nottingham, announces 
that he has ceased to practise after 

' December 31st, 1972. 


F.C.A., of 


HaRMOOD BANNER & Co announce 
effect from January Ist, 1973, 


that wi 
they have opened an office at 14~15, The 
Parade, |Cardiff CF2 3TR. The resident 
partners will be Messrs W. C. Daviss, 
F.C.4., D. R. B. GnirrITHS, F.C.A., M. E. 
MILLER; F.C.4, and G. M. PEARCE, 
F.C.A. 


Jones, RopaTHAN, THOMPSON & Co, 
of Bedford Chambers, Covent Garden, 
London WCz announce that their senior 
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ACCOUNTANT 


partner Mr H. F. DAUNCEY, F.C.A., 


retired from practice on ‘December 
31st, 1972, after 43 years with the firm. 
Mr DAUNCEY has also retired as a partner 
in WILSON, DE ZOUCHE & MACKENZIE, 
London. T 

JOSOLYNE LAYTON-BENNETT & Co, 
Chartered Accountants, announce that 
Mr A. K. GOODALL, A.C.A., and Mr J. 
Lewis, F.C.A:, senior members of their 
Manchester office staff, have been ad- 


mitted as partners in the Manchester 


firm as from January 1st, 1973. 
JOSOLYNE LaytTon-BENNETT & Co, 


Chartered Accountants, announce that 


Messrs D. E. F. GREEN, M.B.E., F.C.A., 
F. J. SMITA, F.c.a., and R. J. THOMSON, 
C.A, retired on December 31st, 1972, 
each having over 40 years of service with 
the firms associated together in JOSOLYNE 
LavroN-BENNETT & Co. - 


JOSOLYNE LAYTON-BENNETT & Co, 
Chartered Accountants, announce that 
Mr S. D. SAMWELL, F.C.A., a partner in 
the London firms, has also joined the 
Birmingham partnership’ on January 
Ist, 1973. 

. LITTLE & Co, Chartered Accountants, 
announce that they have formed a 
separate partnership. with Mr.P. J. 
CORDERY, F.C.A., Who has been in practice 
for many years at Malvern. .The new 
firm will be known as CORDERY LITTLE 
& Co. Lrrrte & Co also announce that 
they have merged their Cheltenham 
office with the firm of W. WILSON & 
Co, whose former principal, Mr W. 
WILSON, F.C.A., has now retired from 
public practice. . 

' LovEWELL Buake & Co, Chartered 
Great Yarmouth, 
Norwich, Lowestoft, Halesworth and 


Thetford, announce that they have 


acquired the practice formerly carried 
on by Mr FRANK H. RIVETT, F.C.A., in 
Aylsham, Norfolk, with effect from 
January ist, 1973. Mr RiveTT will 
continue to be associated with the 
practice as a consultant. | 

Monn & Co, Chartered Accountants, 
of 3 Market Avenue Chambers, Ashton- 


under-Lyne OL6 6AR ‘announce that ` 


Mr Jerrrey N. BURTON, A.C.A., has been 
admitted as a partner, and that the firm 
will practise from now on as BURTON 
Monn & Co, Chartered Accountants, at 
the above address and also in Manchester. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experlence and over 220,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, ship, etc. : 


Free 100-puge book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION EN EET LONDON SW19 4DS 
. 01-947 2211 MAL 
Accredited by the Council for the Accreditailon of Correspondence Colleges 
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PEAT, Marwick, CASSLETON ELLIOTT 
& Co, announce that Mr G. V. OKOH, 
A.C.A., who has been a senior member of 
their staff in Accra for several years; has . 
been admitted as a partner in. their 
Ghana practice as, from January ist, 
I973. ^ .— ; 

RzEaps & Co, Chartered Accountants, ` 
of Leith House, Gresham Street, London 
EC2, announce that Mr Howarp Mostyn 
WILLIAMS, A.C.A., has been admitted into 
partnership from January Ist, 1973. 

ARNOLD SMITH & Co, Chartered 
Accountants, of Spalding, announce that 
as from January ist, 1973, they have 
entered into an association with Hopcson, 
Harris & Co, Chartered Accountants, 
who practise in Spalding, Boston, - 
Grimsby, Hull, London and elsewhere. 
The practice will continue to be carried 
on from the existing address. 

SOMERSET COWPER & Co and JAMES 
AND CowPzR, Chartered Accountants, of 
London, Reading and Newbury, an- 


nounce that Mr B. E. PEARCY, F.c.a., . ' 
retired. from the partnerships on De- 


cember 31st, 1972. He will continue to be 
available as a consultant. 

M. Sorsky & Co, Chartered Account- 
ants, announce that they have moved 
to larger premises at Wincham House, | 
832-834 High Road, Finchley, London 
Niz. 

SToY, Haywarp & Co, Chartered ` 
Accountants, announce that as from 
January rst, 1973, Mr E. P. DARNELL, 
F.C.A., Mr R. B. Jones, F.c.A., Mr A. R. 
GREEN, F.c.A., and Mr R. SHAW, A.C.A., 
have been admitted to partnership and : 
that Mr H. G. Moors, F.c.4., has with- 
drawn from the partnership. 

THORNTON BAKER & Co, Chartered 
Accountants, announce that the following 
new partners were appointed on January 
Ist, 1973: Mr C. F. BENNETT, A.C.A., at 
Oxford, Messrs M. C. WITHALL, A.C.A., 
and H. G. MOooRE, F.c.A., both at London. 
Mr Moore was previously with StToy 
Hayward & Co. The following partners 


retired on December 31st, 1972. Mr A. J. 


CanEY-WooD, F.c.a., London; Mr T. R. 
HODDELL, T.D., F.C.4, Nuneaton; Mr 
M. PERKINS, F.C.A., Bristol; Mr B. A. 
SCHANSCHIEFF, F.C.A., Northampton. Mr 
CaAREY-WOOD will continue to be available 
in a consultative capacity for clients. 


"THORNTON Baker & Co, Chartered 


a 


.Accountants, and Epwarp THOMAS 


" Hopcson, Harris & Co, 


. firm in 192 


— 


CoLLINs & Son, Chartered Accountants, 
. announce the amalgamation of their 
practices. Messrs GEOFFREY C. EHLERS, 


M.A., F.C.A.. A. M. Davin BIRD, A.C.A., 
and GEORGE T. EHLERS, A.C.A., become 
partners in THORNTON Baker & Co at 


- Bristol. 


Varney, Witsins & Co, Chartered 
Accountants, of Spalding and Bourne, 
announce that Mr REGINALD VARNEY, 


.F.C.A., has retired from the practice but 


is continuing in a consultative capacity. 
The practice is now being carried on by 
Chartered 
Accountants, of Spalding, Boston, 
Grimsby, Hull, London and elsewhere 


. from existing addresses of both firms in 


South Lincolnshire. 
James Worry & Sons, Chartered 
Accountants, announce that Mr J. B. 


, WORLEY, B.A., F.C.A., retired as a partner 


on December 31st, 1972. He joined the 
and became a partner in 
1938. Mr Worley. will be remaining as a 


consultant. 


APPOINTMENTS 


Mr R. W. Mann, C.A, has been ap- 
pointed financial director of Bullens 
Expo Industries. Mr Mann joined Bullens 
in May and previously spent four years 
as a management accountant with the 
European Division of the Beecham 


` Group. 





fe 


Mr R. W. Mann Mr D. Rogers 


. ^ Mr David Rogers, A.C.A., A.C.C.A., 


has been appointed a director of Business 
Computers Ltd. Financial controller of 


"the company for the past two years, he 


‘was previously with ICL as chief 


accountant (marketing) and manager of 
the commercial services division. 


Mr R. H. Davis, B.COM., 
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ACCOUNTANT 


A.1.B., has been appointed a director of ` 


the Luton' and East Anglian local board 
of Old Broad Street Securities. 


Mr Martin H. Vandersteen, F.C.A., 
has become partner in charge of the 
Management Information Consultancy 
Services Division of the London office 
of Arthur Andersen & Co, as from 
January xst. He succeeds Mr Frank 
Dwiggins, who continues as area director 
for the British Isles, Germany and 
South Africa. ` 








Mr M. H. Vandersteen Mr R. Zamboni 


Mr Richard Zamboni, F.c.A., has been 
appointed to the executive of the Sun 
Life Assurance Society. He will hold the 
post of chief accountant and secretary. 


Mr D. J. Allday, B.sc.(ECON.), A.C.A., 
has been appointed director and financial 
controller of Vandervell Products, con- 
cerned with financial and management 
accounts and electronic data processing. 


Mr William D. Deans, c.a., financial 
controller and secretary of Brixton 
Estate, has been appointed a director of 
Brixton Development, a wholly owned 
subsidiary. | 


Mr K. F. Paine, F.c.a., formerly a 
partner in Dearden, Lord, Annan. 
Morrish, chartered accountants, has be- 
come accountant of Jessel, Toynbee & 
Co. 


MAYFAIR TAX DISCUSSION 
GROUP 


The next meeting of the Mayfair lax 
Discussion Group will be held on Wed- 
nesday, January roth at 6 p.m., at 
Devonshire Street House, 30 Devon- 
shire Street, London Wr, when Mr 
Richard Thornton will be leading a 
discussion on the taxation aspects of 
distributions and interest payments. 


` 
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EXCHANGE CONTROL 


Reinclusion of Gibraltar 
in Scheduled Territories 


With effect from January Ist, 1973, 
Gibraltar is reincluded in the scheduled 
territories for the purpose of the Ex- 
change Control Act. 1947. Under a 
statutory instrument taking effect on 
that day, the scheduled territories will 
consist of the United Kingdom, the 
Channel Islands, the Isle of Man, the - 
Republic of Ireland and Gibraltar. 

This decision means that from January 
rst exchange control does not apply to 
transactions between UK residents and . 


_Gibraltar. This represents a return, for 


Gibraltar only, to the position which 
existed prior to the extension of exchange 
control to transactions by UK residents 
with the Overseas Sterling Area on June 
23rd, 1972. 

This decision has been taken because 
of the uniquely close links between the 
UK and Gibraltar, which are emphasized 
by the accession to the EEC of Gibraltar 
together with the UK. 


SUPPLEMENTARY BENEFITS 
í HANDBOOK | i 


The Supplementary Benefits Commission 
has published a revised edition of the 
Supplementary Benefits Handbook 
(HMSO, 321p) - a comprehensive guide 
to the way the Commission exercises its 
discretionary powers in the day-to-day 
administration of the scheme. 

The handbook was first published in 
May 1970 and is intended to help social 
workers and others who are called upon 
to give advice on supplementary benefit 
matters by providing them with the 
fullest possible information about the 
scheme in a compact and simple form. 
This 1s the second reprint and altogether 
over 45,000 copies of the handbook have 
been sold. | 


CROYDON MEETING 


"Ihe employment and assessment of 
staff’ is the title of a talk to be given by 


‘Mr P. R. Bosworth, M.rP.M., at the 


next meeting of the Croydon Society of 
Chartered Accountants on February 12th, 


8t 7 for 7.30 p.m. at the Old Whitgiftian 


Club Ground, Croham Road, Croydon. 

The committee hopes that many 
members will attend what should prove 
to be an enlightening talk. 
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1973 


THE 
ACCOUNTANT 


THE YEAR FOR DECISION... 


THE PROBLEM 


Employment of Computer Bureau or acquisition of own 
small Computer ? 


A Visible Record Computer ? Which one? 
| 


What about programming? Don’t the manufacturers 
have a ready supply of library programs ? 


Is the software reliable ? 


| 
Perhaps the firm in question does not really need a 
computer. 


A' Practising Accountant needs to give informed 


impartial advice to his client. 
P 





THE SERVICE 


Complete survey of costs. Dealing with the question 
of the flow of information to a bureau. The weighing of 
the advantages and disadvantages of employing a 
bureau vis-a-vis own computer installation. 


We cannot claim to have an intimate knowledge of 
every machine on the market (there are over 50 to 
choose from). But we can offer a fairly informed view 
of what is available and a programming service for 
certain models. 


Of course every manufacturer is in a position to supply 
a complete 'system'. The programming service we 
offer is a specialised one. Our staff consists of trained 
accountants who can translate their knowledge into 
computer instructions. 


All our programs are guaranteed. We do not expect our 
clients to pay for programs until they are functioning 
and perform the operations specified. 


We undertake to give a complete reappraisal of the 
systems and clerical operations in use by a firm. | 
This alone can be of great benefit. The systems we 
design are tailor made and agreed with the officials of 
the business. Only then is a decision taken to obtain a 
computer. 


Practitioners find we talk the same language. 


electiue Office Senuices Loc. 


26 VICTORIA STREET, LUTON LU1 5DH 
TELEPHONE LUTON (0582) 27082 


| 

The Computer Consultancy run by Accountants 
| 
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Personal 
Pension Polic 


A highly -flexible policy designed to 
meet the individual needs of those in 
non-pensionable employment 


PREMIUMS 7 | Bioblished y 


(a) may be paid either ona level annual basis 
or as recurring single premiums suitable PA 
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for variable incomes 
(b) are eligible for income tax and surtax 
relief within the statutory limits 


PENSIONS 
whether "with profits’’ or "without profits" 


(a) may commence at anytime from age 60 
onwards 


(b) are payable for 5 years certain and during 
the lifetime of the policyholder thereafter 


“with profits'' policies participate in a three- 


tiered bonus structure designed to give 
policyholders the maximum share of profits 


CASH OPTION 

maximum tax free cash sum available at 
retirement-—subject to cash payment nct 
exceeding three times amount of pension 
remaining payable 


DEATH BENEFIT 

if the policyholder dies before pension 

payments begin, all premiums are returnable 
vith interest or a widow's pension may be * 

paid in lieu 


FURTHER DETAILS 
AVAILABLE 
ON REQUEST 


Ll 


Pp —/ ASSURANCE LIMITED 


Established 1899 


190 West George Street, Glasgow G2 3PA 
Tel: 041-332 6961 
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Principals with the - 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 14,00 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 
the College Accountancy Prospectus (stating the examin- 
tion in which you are interested) to the Metropolitan 





For students who wish to participate in linked oral 


College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 
Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01—248 6874). After office hours (5 p.m. Monday-Friday) these facilities. Please write to: Metropolitan 
telephone messages are recorded electronically. College for details of various courses available. 





Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. Founded 1910 
Member of the Association of British Correspondence Colleges. 
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Standards Begin to Bite? 


NTEREST in the fourth annual Survey F Published 


Accounts issued by the General Educational Trust of: 


The I stitute of Chartered Accountants in England and 


Wales , inevitably centres on the extent to which mandatory : 


standards of accounting practice are ‘beginning to ‘bite’. 
In the 


300 major industrial companies issued in the year ended 


June 3oth, 1972, there are encouraging signs that such. 
standatds have a persuasive effect, to the extent of in-- 


fluencing accounts prepared in advance ‘of their effective 
dates, i- 


SSAP 2 ‘Disclosure of Restos Policies’ (The 


Accountant, November 4th, 1971) is mandatory in applica- | 


tion ti ‘accounting periods starting on or after January rst, 
1972'. Although, by this definition, ‘it would not have 


applie to any accounts falling within the survey period, 


there. was, in- fact, ‘a large increase in 1971-72 in the 


number of companies which showed summarized state- 


ments, of main accounting policies’ — an improvement 
. Whichihad the effect, in some cases, of disclosing additional 
information by comparison with previous practice and, in 


others; of collecting into one statement information pe 


viously appearing in separate notes. 

There has been a slight but welcome reduction in the 
incidence of reserve accounting over the period covered by 
this and the two previous Surveys — from 1,179 cases of 
extraordinary and other such items shown by way. of 
‘balance sheet reserve movements’ in 1969-70 to I,III 
cases in 1970-71 and now 1,083 in 1971-72. More par- 
ticularly, cases of profit or loss on fixed assets being re- 
corded i in this fashion have declined from: 166 in 1969-70 


to’ 133 in.1971—72, with a commensurate increase in the 
number dealt with in the profit and loss account. Some: 
l other classifications (such as goodwill written off) show a. 


z reduc on in the total number of cases arising, rather than 
- any significant shift of emphasis.’ Reaction to ED 7 'Ac- 
counting for Extraordinary Items’ (The Accountant, July 
6th, (1972) is understood to have been predominantly 
favourable, and further inroads into the total number of 


` 


latest Survey for 1971-72, covering the accounts of. 


cases of reserve accounting may be, expected when a 


definitive standard of practice emerges. This, however, is . ~ 


not anticipated i in the immediate future. 
It is already well known, on the other hand, that ED 6. 
‘Accounting for stock and work in progress’ (The 
Accountant, May 18th, 1972) has proved contentious to the 
point of arousing more comment than any of the ASSC's 
previous issues. Against this background, the researchers . : 
state that “There is considerable variation in accounting - 
methods, particularly as to policy over bringing in at- 
tributable profit on uncompleted contracts, and the 
information disclosed falls a long way short of what is. 
proposed in ED 6.’ Eighty of the companies surveyed: 
included, in their work in progress figure, work on long- 
term contracts; of these, no more than 55 included over- 


heads in addition to materials and labour, 39 excluded | 
profit on uncompleted contracts and 52 made no mention. |, 
of any provision for losses or contingencies (though such a 
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- provision sieht. perhaps, be, assumed i in other cases s Whete : 
s work in progréss was described as at fhe. po cost arid ` 


met ‘realizable value). AE B 


? In regard' to. stock valuation, hee were at least 41 ii-. 
' stances of treatment which: would: be inadmissible under ` 


ED: 6, by reasoh of either using the 'base ‘stock’ method, 
“OF ‘inclusion of ‘replacement price’ as one of the alternatives 


.in valuation. Of 133 identifiable references to treatment of. 
overheads in. stock, -49 claimed to’ include ` ‘appropriate’. 
overheads — though apparently, without:further definition — : 


' and only nirie specifically included administrative overheads. 
The 1971-72 Survey includes for the first time à section 
` oni, the accounts of property companies. : : Following: the 


. House of Lords ruling in the Chancery Lane Safe Deposit 
; Case’ (44 ATC. 450), it is a common practice for such: 


"companies to charge, i interest on money borrowed to pur- 


chase properties’ against revenue, rather than to capitalize. 
‘it ‘as part. of asset cost; this is to some extent compensated , 
E some companies drawing (ih áccordance with. powers 
dm their articles of association) on unrealized capital sur-" 
pluses | as distributable profit. Ten of the 15 property . 
, Companies. surveyed did: 80 ‘to some extent, and. in five 


^ 


a rr s ` 
E i , ` 
` ‘ 
wet t i i t 
" E ' 


~ Prospects for Rates 


i " 
\ x v "E. a SR ~ 


4 


- wo o3 - E pn 139. own de . - ; F a 
- 4 - 


T 
Mrs 


D 
pe 


cases the: add was ‘a tai material clement i in profit: 
available for distribution’ D ary 3 M. 


To return to an‘old grievance, we note arn regret the. | 


arias Lith, 1957 
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absence of improvement, at any level of the survey,:in the. - 


! punctuality of reporting; the average iħterválifor the whole’ 
survey population — which, as we said last year,. consists of 
major. concerns 'presumably with well-organized account- : 

"ing departments and. ‘adequate qualified | professional m. 


available' — was .120 days, or approximately four inonths. 
Five companies recorded. a. dismal. 200 days: or more — 


‘nearly seven months — and four of those. were: ‘in’ this - 


- laggard category also for the two. previous years. The 


«Survey rightly commends Gestetner and E. W...Woolworth : 





for their achievement in recording the shortest sublization ” 
intervals for all of the four years so far surveyed ; perhaps... 


next year it will: give equivalent publicity ` to those at the x 
other end'of the time-scale. - 


The Survey of Published Accounts 1971-72, is ae 
from the’. Publications, Department, "The Institute. of 
Chartered Accountants. in: England and Wales, Chartered | 


- Accountarits' Hall, Moorgate Place, London Ble 6EQ, at: 
4325 7 
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< property values haves risen | markedly; but some =; tö mis-. 
quote the Orwellian phrase — . have risen-more ‘than’ others. 


w% 


Whether the Inland. Revenue "Valuation Department have _ 


achieved the ‘right’ values remains to be seen. It is virtually ;: 
certain that there-will be protests -and many Meer eo, 


"pun détails of the 1973 zem dtm vihich will form ` the new valuations. - 


the: basis fot, the 1973-74. rate demands have not yet . 
been disclosed. Nevertheless, despite assurances from the: | 
„Prime Minister that the new valuations should’ not justify. | 


excessive rate increases, there are many ratepayers who a are 
not so sanguine about the future. 


Available figures indicate that aggregate: rateable value | 
"in England and Wales (Scotland. has its own valuation) will 
bé-increased ‘by. about two and a. half times the: present- 
 figuis of around: £2,400 million: ‘As. far às individual 


_ properties are concerned there are likely to be considerable’ 


"variations "about ‘this mean; the same is “also: true for the ; 


various classes of rateable hereditaments. So for commercial 


"properties in general the multiplier i is 2- 485 ‘for —— 


the average multiplier is 2:56.  - - 
. ; From the information: already sabie it is clear. that .. 
the averages are of little value in indicating the probable 


effects of the revaluation - -upon' individual hereditaments. 
Some areas, like some categories, of j Property, have increased: 
inore-than others.. For example, the increase in Brighton ` 
‘valuations 1s: lower, whilé that for some of the London ~ 


‘boroughs’ is.  highér, than ayerage. Similarly, industrial’ 
‘hereditaments have not, in general, experienced i increases as 
large. as those for commercial properties. .. | ; 
"Ihe reason, for such diverse adjustments ` to existing. 


“valuations is DL in the decade since the last valuation, : 
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. On the óther hand; "if would be sensible in most cases to 
await the announcement by the various local authorities of: ` 


their 1973—74 rate, poundages. A householder whose . 


Valuation has risen from £200 to fi ‘S00 hás,no. cause: for ' 


complaint ifthe rate poundage falls from 75.to 30p. This, .- 
in theory, i is what ought to happen —allowing of course for. 


.any.increases.in local authority expenditure bétween' the 
two years. But therein lies the rub, for there is no question ` 
that: local -spending ‘is: going upl, "The Association -of 
Municipal Corporations has declaréd that many `: urban: 
áuthorities cannot hope to keep their. rate increases within | 
the Government's proposed. ceiling óf 5 per cent. 
- The’ Government proposes to help, local authorilies to’. 
“play their part in the current ‘standstill’ in two ways; First, ` 
. it is proposed to increase the.total grant payable so thar the ` 
ratio of grant: to approved: local expenditure. will tise to. 
‘just over “58° per .cent. Secondly, the domestic: element in 
the rate support grant is to be ‘increased from the current - 
1ojp in the £ of ratéable value to the equivalent’ of isg4p- 


next year. Because of the revaluation, the .actual - prane 


payment will be 6p in the £ of new,rateable value.: ^ - 


This particular part of the- grant. will cushion most ; " 


householders against the initial rise in rate demands, j just as 
the successive increases in the domestic elemept since: 
1966-67] have insulated the. domestic Ui din cies the - 
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ul B impact of-rising jaca expenditures. One must however, 
the word ‘initially’. It is no secret that few authorities: 
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Wr Godley and John Rhodes a the Dosis of 
Applied Economics in. Cambridge. In a technical study of 


e balances and reserves of any size to draw upon, andit: the current factors determining the distribution of the , 


is even more obvious that the prospectivé increases in local 
authority budgets will be. larger than those in that. of. the 
central government. Mrs Thatcher’s recent White’ Paper . 
proposals for the development of. the educational system, 
together with ‘the consequences of demographic. changes, 
_ are likely to add a further £1,000 million to local budgets 
by the end of the decade. 
In short, the revaluation, is of minor “aportant in the 
‘development ot local financial resources, even though.i itcan . 
effect some . re-distribution of the rate burden. On: this 
occasion, the’ re-distribution is marginally. against the - 
domestic ratepayer. Much more important, in the longer. 
run; is the magnitude of government grant-aid and, more . 
particularly, its allocation between the new authorities. * 
^ The current formula for distributing the existing £3,000 


million of rate support grant is critically appraised in a - 


existing RSG, the authors urge the introduction of the 
equalization principle as a basis of the grant-aid, in place of 
the present method of what they term deficiency payment. . 
Under the present system, contend the two authors; the 
poorér authorities are engulfed in a ‘poverty trap’ insofar ` 
as any increase in. rateable resources from Dew industrial 
“or commercial development is offset by. a reduction in grant. 

` The concept of equalization has everything to commend 
it until the parties concerned try to agree upon what is to - 
be equalized. For example, given the striking disparities 
in rateable values between the South and North, it is 
inconceivable that ‘any e factor using this - 
criterion would be acceptable.‘ If, however, personal 
 incomes.were to be used, then the redistribution would 
probably go in directions opposite to that sought by the. 
Cambridge authors. It will be interesting to see the 


| apis entitled The Rate Support Grant System by Messrs Government popes on BE — matter. 
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| Retirement Relief from. . 
Capital GainsTax . 
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ECT ION 34 of the Finance Act 
1965 .- gives relief from. capital 
. gainsitax in respect of gains arising to 

. an individual in certain circumstances 
from the disposal of the whole, or part 
of'a business which he has owned 
throughout the period of ten years 
ar PN with the disposal. A recent 
Inland Revenue statement of practice 
indicate 
were owned during the ten-year period, 
and, although carried on in different 
localities, were concerned with goods or 
services of the same kind, they may 
be . regarded for the purposes of 
section’ |34 (1) as the same ‘business. 
A short break in the continuity of 
trading between the disposal of .one 
business and the acquisition of another 
will not preclude relief. 

The (Revenue. statement continues: 
“The relief provided by section 34 (1) 
only to gains accruing on 
ble.business assets, which are 
section 34.(6) to exclude 
ld as investments, and is 





of the whole or part of a nm 
Problems arise as a result-of these 
conditio 


in the case of an asset 


x 


that if separate businesses : 


s 


fone an individual: but sed for ' 


the’ purposes of'a business carried on’ 
by a partnership of which’ he is a 
member. In'these circumstances, the 
Board are ptepared .to accept that 


rélief is available on a disposal of the ` 
asset if it is' associated with the dis- 


posal of the business or part of the 
business and provided the-individual 
satisfies the other conditions. of relief: 
Where, howeyer, the partnership has 
paid rent for it the asset is treated as 


- 


an investment — and thus ‘excluded 


— from relief — except for a fraction of it 
. proportionate to the individual's share |. 
. of. thé rent. A larger fraction of the 


asset may qualify if the rent was 
clearly less than market rent. — “ 
"Where a company's chargeable ` 
business assets. are sold as a pre- - 
liminary to liquidation, section 34 (3) 


- (b) which limits the relief by reference 
‘to those assets prevents relief .on the 


subsequent disposal of-shares in the 
winding-up. In such cases the Board 
are prepared to consider the granting 
of concessional relief. Cases of this | 
kind should therefore be sent to the 
Inspector with a request that con- 


cessional relief should be considered.’ 
` 77 : f 


Exposure Draft on Inflation Accounting - 


Aida fore changes _ in 
the purchasing power of. money — 
r, more succinctly, inflation ‘ac- 


Mc — forms the subject of the ` 


eighth. in the series of ‘exposure 
drafts to be issued by the Accounting 
Standards Steering Committee ‘and 
due to be published next week. The 


issue ‘around the end of- 1972" of a 


new ED on this subject, following the 


- September r971' discussion paper ‘In- 


flation and accounts’, was exclusively 


forecast in The Accountant of Septem- 
. ber 2ist, 197». 


Autkarititive: Couunént at diat time 


Suggested that ED 8 was unlikely to . - 
differ. significantly from .the 1971 
paper, which.was featured in a leading 


article in our issue of September 2nd, , 
1971. The prospective impact of the 
ASSC’s proposals has been assessed 
both in informal conversations with 
the Confederation of British Industry — 
whose reponse appears. to have been 


predominantly favourable — and in the 


form of a. voluntary exercise by a _ 
group of quoted companies. — 
‘The substance of. ED 8 wil be | 


UE 


x o toa 
: 
z PE ss ! 
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featiired, ie ds with oni com- 


' ment, in The. Accountant next week. 
. and, in view of the importance of the . 


E sübject-matter to the whole of British 
industry and commerce, the ASSC is 
hoping for the widest possible res- 
' ponse. Copies of the full text will be 
available from the offices. of, The 
Institute of Chartered Accountants in 
England and Wales, Chartered Ac- 
courants! Hall, London EC2, after 


rti 17th, pos 30p. 


L iin Tax Payers' | 
Approach to Chancellor. 


URTHER relief for close com- 
panies is a major feature in this 
. year's Budget representations of the 
“Income ‘Tax Payers’ Society to the 
Chancellor of the Exchequer.. In 


'' the course of a letter released earlier 


this week, the -Society’s chairman, 
Mr.W. G. H. Clark, F.c.c.a., M.P., 


` reminded the Chancellor of the Bolton 


. Committee's view that ‘no significant 
| abuses would occur if close companies 
were, permitted to retain the whole 
of their trading income', and called 
. for the 'required standard. of dis- 
` tribution’ for-estate and trading com- 
.panies to be reduced to, 25. per cent. 
'The ITPS 1s also campaigning, under 
, this heading, for controlling directors: 
, of close companies to enjoy ‘the same 
_ tax relief in respect of pension schemes 
.as applies to employees, and for an 
end to the discrimination against 
- close inyestrnent companies in section 
*:359 of. the Income and Corporation 
‘Taxes Act 1970. 

‘Elevation of the Pr 1D threshold 
` from the 1948 figure of {2,000 to 
‘not less than £4,000, it is pointed out, 
would. achieve a significant economy 
"of administration costs to the Inland 
. Revenue. The ITPS also stresses 
, the effects of inflation upon assets 
liable to capital gains tax, and recom- 
^mends a reduction of 5 per cent in 
' fhe rate of tax for each year of owner- 
_ ship, resulting (at present rates of tax) 
„in extinction of ne after six 
"years. 

. Because of the’ increasing difficul- 
ties experienced by many taxpayers 
. in completing returns, particularly 


‘for capital gains tax, the Society is ` 


. again asking for the allowance, ‘up 
"to a reasonable maximum’. of. pro- 
- fessional fees incurred for this purpose. 


E “ACCOUNTANT 


m Zealand Tax Relief 
for Educational Expenses 


XPENDITURE on tuition, text- 
books and examination fees in- 
curred by an assistant inspector of 
taxes in New Zealand were an allow- 


able deduction from his salary for tax 


purposes, it was recently decided in the 


New Zealand Supreme Court. Giving. 


 guogniene Mr Justice Perry said that 
the Revenue Commissioner hàd erred 
in disallowing the expenditure.: 

Mr Grahame Player, the taxpayer, 
had incurred these items in studying 
for. the examinations of the New 


. Zealand Society of Accountants, and in 


consequence of his success had been 
promoted from assistant inspector to 
inspector. Had he failed to qualify 
within a reasonable time, his con- 


tinued service as an assistant inspector >` 


would have been unwelcome. 

The Revenue Commissioner had dis- 
allowed the expenditure, first, as being 
of a privaté-or domestic nature and, 
secondly, because no part of the ex- 


G was incurred by Mr Player 


in gaining or producing his assessable 


.income. However, as Perry, J, found, 


it- was the practice of the New Zealand 
courts to allow as, a deduction educa- 


‘tional expenses which could be de- 


finitely and closely related to pro- 
motion, as where the qualification was 


a necessary step to a defined area of © 


promotion, Mr Player's case clearly 
fell within this category, and there was 


no question but that the course of study 


was immediately related to his work. 

Similar. claims for tax relief on 
educational expenses in Britain have 
hitherto been defeated by the narrow 
interpretation of the words ‘wholly, 


necessarily and exclusively’ in the- 
rules of Schedule E. Accountancy 


students would not be alone in wel- 
coming an extension of the evidently 
more liberal New Zealand practice to 


_ the UK. 
British Business 
in Europe 
HE Association of. British Cham- 
bers of Commerce — which -in 


. the words of the Devlin Report (The 


Accountant, November. 23rd, 1972) 
is ideally placed to span regional and 
international representation of British 
industry and commerce + has a 


permanent as with Brussels through 


| 


- 


` the 


January Lich; i973 . 


Conférence > ` Pamane des 
Chambres de Commerce de-la. CEE. ` 
With the accession of the UK to the 
Community, the ABCC now rep- 
resents British chambers of commerce 
over the whole range of the. Con- 
ference's activities. . 

In several European countries, 
chambers of commerce operate with 
statutory backing, and have under- 
taken major regional development 
projects; they may also operate such 
facilities as stock exchanges, harbours 
or airports. Outside EEC, the ABCC 


. maintains world-wide contacts with : 


national and individual overseas cham- 
bers, both by direct consultation and. 
by its active membership of Common- .. 
wealth and international groupings. 
Following a radical review of its 
administrative structure last year, the 
ABCC has recently announced several 
new appointments. Mr E. G. S. 
Apedaile, O.B.E, becomes Director | 
(Law and Taxation); Mr J.. D. im 
Thurn, Director (Overseas Affairs); 
Mr J. C. H. Meakin, Director (Home 
Affairs); and Mr’S. R. J.. Abraham, 


. Consultant Director (Customs. For- 


malties) —. 
Mr Apedaile has also been appointed | 


_ Secretary of the ABCC. The Director- `` 


General, Mr John Raven, will -be ` 
responsible for the overall co-ordina- 


tion of ABCC policies. 


New Officers for 
Netherlands Institute 


RS J. W. SCHOONDERBEEK, 
Vice-President of the Nederlands 


‘Instituut van Registeraccountants for : 


the past year, has been elected Presi- 
dent'of NIvRA for 1973 in succession 
to Mr C. Snoep. The new Vice- 
President is Mr J.’ C. Wisse, of 
Wassenaar. 

At the recent annual meeting of 
members of NIvRA, Drs A. J. 
Bosman (Rotterdam), C. C. Covers 
(Goirle), R. C. A. Jongstra (Breda), 


i Professor A. B. Frielink (Amsterdam), | | 
and Messrs H. J. A. N..Camps - 
. (Geldrop), 


C. Dubbeld: (Bussum), 
F. Groenveld (Abcoude), J. H. 
Hinkema (Arnhem), H. den Hollander 
(Kamerik), J. Jonker (Voorburg), C. - 


, Ouwehand, jun. (Rotterdam), C. Snoep 


(Rotterdam), and’ H. A. -Versteegh - : 
(Valkenburg; L.), were appointed as 
members of Council tor 1973; 


^4 


1 
i 2 _ 
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Tax Simplification Call 
by AICPA President 


NDIVIDUAL federal income taxes 

should be simplified by a substantial 
reduction in the tax rates for all 
brackets, with the revenue loss made 
up by eliminating many deductions 
, and, special treatments, according to 
Mr LeRoy Layton, President of the 
American Institute of Certified Public 
Accountants. 

Speaking last- week at the Internal 


Revenue ‘Service District Directors! - 


Institute ; on Federal Taxation at 
Boston University, Mr Layton claimed 
that a Tate structure ‘substantially 
below’ the present 14 to 7o per cent 
range should be established. If tax 
rates were sharply cut, he told several 
Kundred/ lawyers, CPAs and tax exe- 
cutives, ||the distinction ~ between 
capital gains and ordinary income 
could be odified. Under the present 
rate S ‘ucture, he said, the dis- 
tinction between, the two is necessary 
in order'to stimulate investments. 

: The- President also suggested several 
reforms in the treatment of employee 
retirement plans; one would be to 
establish uniform standards for 'vest- 
ing’, which guarantees employees at 
least part of their pension benefits 
after a given length of service. Another 
would: require greater disclosure to 
potential| beneficiaries of investment 
activitie: 
funds, while a third proposed equal 
tax treatment between benefit plans 
for self-employed individuals and 
those for employees of corporations. 







Chartered Secretaries’ 
New Officers 


HE | ew ‘senior veTan of 
d the Institute of Chartered Secre- 
taries and Administrators is Sir Stanley 
Morton! | F.C.1.S., chairman of the Abbey 
. National Building Society. Sir Stanley, 
whose creation 4 as Knight Bachelor 


was announced in last week's New. 


President of the Institute last year, 
and hasibeen a member of its Council 
since 1962. 3 | 

"Mr David Marwood, M.A., F.C.L.S., 
secretary of International Computers 
Ltd, been elected . junior 


Year "ps List, was junior Vice- 


. Vice-President for 1973. Mr J. A.. 


Wedgwood, M.A., F.C.LS., secretary of 
HB 


pi i 


| L 





- the 


of employee benefit trust ` 


T 3 r it a 


THE .* ^ 


_ ACCOUNTANT 


to Mr Marwood. 
The election if Mr "Wedssuod S 
counterpart - Mr T. E. D. Mason, 





OMPANIES are reminded that 

they have until January 31st 
to submit their reports and accounts 
presented at annual meetings held in 
1972 for consideration for The Accoun- 
tant Annual Awards to be made this 
year — the 2oth year of the Awards. 


Established to encourage the pre- 


paration by public companies of well- ’ 


presented and. informative annual re- 
ports, two Awards are made each year 
— one to largé companies and the 


other to smaller companies requiring 


less complex accounts than those of a 
large group. Each. Award takes the 
form of a pair of silver wall sconces. 
The only condition of entry-is that 
companies’ shares! are quoted on a 
recognized Stock Exchange in the 
United Kingdom, and finance direc- 
tors, chief accountants and company 


secretaries intending .to enter the 


annual reports. of their companies 
should address a single copy to the 
Secretary, The Accountant Annual 


‘Awards, 151 Strand, London WC2R 


1JJ. . 

The Panel d Judges, under the 
chairmanship of Mr Michael Wheeler, 
Q.C., is this year joined by the follow- 
ing new members: Mr T. G. Abell, 
Mr J. P. Grenside, F.C.A.; Mr D. G. 
Richards, F.C.A! ,and Mr E. A. Lediard 
Smith, F.C.C.A. 


, We very much regret that due to ill 
health Mr T. A Hamilton Baynes, 


. O.B.E., M.A., F.C.A., has been forced to 


retire from the Panel. The following 
members who have served on the Panel 


:for a.number of years also retire: Mr 


W. G. Campbell, B.A., F.C.A., Mr Peter 


Baring and Mr J. A. Jackson, F.C.A. 


- 


Electricity Council: becomes 
‘Treasurer of the Institute i in succession ' 


- Accountants, 


37 


B.COM., F.C.LS., F.C.C.A., secretary of 
the Gas Council — as President of the, - 
Institute for 1973 was reported in 
The’ Accountant for December 7th, 
last. 


t 


The Accountant 


Annual Awards. 
Entries for 1973 Awards 


"The full Panel is now as follows: 


Mr MICHAEL WHEELER, Q.C., Chairman. 


Mn T. G. ABELL, a managing director ‘of 
Baring Brothers & Co. 


Mr J. P. GRENSIDE, F.C.A., a partner in 2 


Peat, Marwick, Mitchell. & Co, Chartered 
Accountants, a member of the Council 
of The Institute of Chartered Account- , 
ants in England and Wales, and a Vice- 

Chairman of: the EEC accountants’ 
Groupe d' Etude. | i 


Mn ROBERT KNIGHT, F.C.I.S., Vice-Chair- 
man of The Bowater Paper Corporation 


and a Past-President of The Institute ` 


of Chartered Secretaries and Administra- ] 
tors. 


MR Trevor W. MACDONALD, C.A, à 
partner in Whinney, Murray & Co, 
-Chartered Accountants, and a former 
Chairman of the Association of Scottish 
Chartered Accountants in London. 


MR ANTHONY MALLINSON, a partner in 
a London firm of solicitors. ` 


Mr D. G. RICHARDS, F.C.A., a partner in 
Harmood Banner & Co, Chartered. 
and a. member of the 
Council of The Institute of Chartered 
Accountants in England and Wales. 


Mn W. S. RISK, B.COM., C.A., F.C.M.A;, 
J.DIP.M.A., director of a number of 
companies and a Past-President of ‘The 
Institute of Cost: and Management 


| Accountants. 


Mr E. A. Lepiarp SMITH, F.C.C.A., a 
partner in Goodwin & Lediard Smith, 


Certified Accountants, and a member E 


the Council and a Past-President of The 
Association of Certified Accountants. 


Mn P. H. Swan, D.8.0., D.F.C., a partner in 
Philips & Drew, Stockbrokers, and a 


member of the Council of The Stock 


Exchange, London. 


‘Mr AmrHuR E. Wess, Editor of The | 


Accountant. 


.í 
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m ve _ , (Those are the sort of odds your clients may be up against if 
| "oo .. they are running their businesses without factoring. ) 


. . i a l m 
m M consider thatan ‘exaggeration ? e. " . possible advantages of factoring. For, Very. often, . . 

Then Vou" re probably thinking of factoring asit | ' ' factoring produces an improved cash flow and 
used tò be. Before the-National Westminster’ Bank -> „immediate li quidity that enables businesses to a. f° 2 
established Credit Factoring Limited — and. brought’ . ., expand without going outside for capital. Obviously ' ;-: < 
~ this can be of crucial importance to rapidly ex- : Por 


a new! professionalism to the industry.  .. Né e 
| SQ open your mind, if you please, and contem- .,panding concerns that want to make the most Op. Sv 
. present opportunities. . LEE 


„plate. the variety'of invaluable services that Credit 
. Factoring can provide for many of your clients. * v, Lastly, an odd, intangible; but quite significant É 
|. Clockwork-regular payment of all invoices at l spin- -off from your clients using CreditFactoring is ` 
agreed maturity dates — or, if they want it, _that their customers are.pleasántly impressed. They. 
“immediate payment on delivery or shipment. appreciate the smooth efficiency brought to their 
e Blue chip advice on their customers’ credit-. . ^ «dealings with your clients, and, like most business- 
worthi ess — backed by 100% guarania against meh; they are'increasingly-aware that using a factor ` 
. bad dé ts. ... Speaks well fora firm's reputation and awareness of 
e-Admihistration of their sales: fades with an "^ '' modern trénds:, 
, alacrity and precision attainable only with special- = : |f you think that some of your cliente might 
-ised computer techniques. (This-alone will often . 
. save them more money than Credit Lope: S ae eet 
modest harges cost them. i 





' Feltham, 'Middlesex (telephone,01.-890 1390)'or 

your nearest NatWest branch manager., ` | 
! "= Our subsidiary Credit’ ‘Factoring, International- A as 

-Ltd.‘has offices in Benelux; Canada, Denmark, | RA 

Finlánd, France; ‘Italy, Republic of Ireland, Sweden, ~, | 

. Switzerland, U,S.A: and West Germany. Also local 

agents in all other principal world markets. 


e ‘Credit Factoring Limited 


~ 


| their eating operations. a 







. Currency difficulties; customs duties: 
problems; local collections — althe.. ^ 
f.foreign trade are handled for them, while ` 
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"benefit, find out more about CreditFactoring.Con-. ^ ^ 
tact Chris Blower; Smith House, Elmwood Avenue, . ^: 





A member of the National Wesiminster Bank. Group aoe 
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“Tell them about Time Assurance Personal Pao 
E gs i i Bonds: d 

UNE Tell them about the Total Tax Exesiption 
. °' > Yes, total tax exemption on every penny saved 
|. 7^ for retirement. Because premiums come off the top | 


L7. of earnings, reducing taxable income. Which:means 
..'" ^ _ that, for basic rate taxpayers, a £100 premium 

a would cost £70. And higher rate tax payers could - 
claim as much as "s tax relief for ey £100 they | 


iud 
The doubled vesting bonus 


Annual bonus additions have always been con- : 
 sidered generous with Time Assurance,and now  - 

-— the yearly vesting bonus has beer doubled from 1% 

pov to e of the basic pension. This means that we can 


a 















bunt of penaidn (to nearest £) for men retiring at 66 
paying a premium of £100 a year from different ages of 
, entry Including interim bonus of’ £3% per annum and an 
ca . additional vesting bonus of £2% per annum. 







Increasing annually 

. byinterim bonus 

additions to prodece a 
Total Pensien of: 






Cash option at 
' , pension age 











, Pansion at 65. 
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a“ 
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‘if you select age 65 as your retirement age then the figura shown in ipeum 3 is 
' the persion which will commence on your 66th birthday. Columns 4 and 5 show. 

‘the affect of bones additions after your pension has commenced. The figures in 
^ the fias! 2 columns show the tax-free lomp serm aad revised commencing pensios 
at present rates, if you choose to commute part of your normal pension for cash. 
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now ‘add a total of 5% to thie page pension for each. 


year up to pension age (interim bonus of 3% plus 


vesting bonus of 276), and also make a greatertax- , | =- 
free cash sum available at retirement. What is more, 
theinterim bonus continues to be added after pengon” 


m. 


age: s 


: The generous pensions available 
‘For example, a man aged 40 next birthday, - 
^ payingan annual premium of £300, can now expect. 
_astarting pension at age 65 of £3,008 p.a.;or he can ~ 
" take à tax-free cash sum of £6, 698 and a’ e pansion o ^os 
£2,233 p.a., for life. ne | A We eee 
Tell them soon . V M ux roba 
Send the coupon below for complete agency po 
al apes and a full set of rates for men and womenat. > 
ou ‘ll be doing-yc our self: employed clients a. 
favour— and yourself a favour too: our commission 
rates are realistic and. take account of the cost of , 
yout service. » a ` 


"ATO: TIME ASSURANCE SOCIETY 


[se Moorgate, London; EC2. Tel: 01-628 7546/7. 


I Manchester Office: 12a Piccadil ly, Manchester 1: 
` ll Telephone: 061-624 7299/061-624 9955. . 
| Scottish Office: 6 York Place, — 1. 
plelephone: 031-556 3895. . 





Please register me/us as Agent(s) of Time Assurance so ciety 
and senda SUD of Pension Song literature. A 
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of the Dé artment of the Ppusnomment | 


the remainder falls within an area Pm 
“possible; future development’, 
the firm ‘has been concerned to learn 


of an application. for planning per-: 


mission :to- redevelop this’ part — 
including its own premises. 

Speaking to The Accountant, Mr 
: G. R. Fox, B.A., F.C.A., described the 
firm's premises as a fair example of 


the Victorian town. house, though not. 


and 





= ACCOUNTANT... 


with the eee Georgian dudes 
- opposite. Redevelopment of the: square 
in uniform style, even: while retaining 
its present traffic-free character, would 
deprive it of tlie variety which at 
present contributed significantly to its 


charm. 'The firm had been attracted to 


Wardrobe Place both by its environ- 
ment and by rapidly-increasing rentals 


in other parts of the City; this feature, - 


said Mr Fox, presented the smaller 


39 


d 4 
- x X * 


‘He would like to see other parts of the 


square developed as small professional 
offices in preference to a- single 


-uniform project. 


The architects for the. proposed 
development, Messrs Ronald Ward & . 
Partners, last week described the 


- Victorian part of Wardrobe Place as of 


‘little aesthetic value’. The proposed. 
redevelopment, it was contended, 
would be sympathetic to and enhance 


to be vui: in architectural merit 
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THIS IS MY LIFE 


A True and 


| Correct Record 
| . | by An Industrious Accountant 


I been reading a aie well-publicized Beak. on 
procedure at company meetings and feel like shaking a 
sorrowful head. The thought that budding articled clerks 
should absorb such pompous nonsense is really objection- 


able.. Why doesn’t the Institute, supposedly the guardian’ 


angel watching alertly over its members’ interests, take 
some remedial action? 
It could, for example, award an approving imprimatur 


only to sich books on professional matters as merit the- 


distinction. Without this recognition, in due course, no 
accounts 

Thus would the worthless flood of verbose generalizations 
be controlled. | 


In.this case the author explained blandly the making.. 


up of an agenda as if the secretary was its ‘onlie begetter’, 
ignoring the problems of communication and responsi- 
bilities: that precede the work of selection of items. Thence 
he skipped gaily to the next step, the writing of the minutes. 
These, :he implied, comprised the putting into words of 
the boatd’ s agreements, decisions, and instructions. 

Little the clot knew he'd missed the vital link in the 
chain; ithe little-known volume of hastily scrawled, under- 
lined, | bracketed, nearly-illegible notes taken by the 
harassed secretary throughout the heat and burden of the 
day of, the meeting. He jots them down feverishly during 
- debates. interruptions, arguments and harangues, Hope 
they’ l}make sense on the day of reckoning. m 





tion of our new wing (agenda item 5) shows a big. unex- 
pected jover-run. The deputy-c in charge of the job 
explains promptly that the accountants completely mis- 
understood the operation, in not appreciating that these 


particular costs related to preliminary demolition and site ` 
ion work. They should be charged against revenue. _ 


prepar 
The chairman indicates regretful approval. I interpose 
a reference to the auditors’ probable reaction to such 
queni able apa and the fee re posae 


2d 


| ' ji T " ru 
ta 
r 


„practitioners with a serious problem. : 


nts would ever buy similar pestilential platitudes. 


the ous 





instructs me to phone them at once and see what they’ve 


got to say. The managing director tells me to summon 
the cost accountant first and the deputy-c asks for the site 
engineer as well. A ‘subcommittee is suggested and 
rejected. The appropriate auditor. is out of town. The 
chairman wants the architect's report and the MD asks 
. for a tabulation, of the tax impacts of four possible alter- 
natives. Costs produces different final figures and says’ 


- indignantly that the deputy-c's report isn't the one he saw. 


We adjourn item. 5. 
The following morning my first three drafts of the 


relevant minute are rejected by one or other of my directors. 


Telephones are snatched up and barked down. The 


- architect reveals that appendix 4 included the loading bay - 


as well, according to his note of his verbal instructions. 
Costs suggests writing off the over-run over ten years as 
deferred depreciation. The auditor phones to say the - 
senior partner would like to consider it further. 

Late that evening, I wearily insert a- summary of all the 
comments in the notebook. Next morning the MD tells. 
me to be discreet, not to minute any evidence of. directorial 
disagreement. We finally settle for approval of the cost - 
report was deferred till the next meeting". 

And that's only one.of r4 items, of which insurancé 
costs, year-end salary increases, the shirt factory's future, 


. and others, career off the rails just as uncontrollably. 


As Burns wrote, ‘a chiel’s amang ye takin’ notes’ — ` 


but he can’t always print them. 
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e MET IS -working | càpitàl:.on the, assets. side, cash, stocks and“ . creditors (or payables) for the fir when, it: ‘buys goods: ‘and to". 
aoe debtors; and, on. “the. liabilities, side current’ ‘liabilities; which debtors Ehe: rd wheriit sells.” x > ie 
IS ‘thay’ be’ ‘variously. defined” ‘but; typically include an important "The; Crowther report diterendated. bérnéen: rd tye vt 


5 7 oelement. of trade; "creditors: . (osi. ja 4° eredit in which ‘there is à ‘simple separation im time, between the”. 
sz 'Lo some extent the need for working capitalis daed by. the. 7 ; delivery: of goods or the performance” of services and,the: ‘payment, x 
Nature. of büsines-àctivities; Ah individual may; start- ‘business?’ for. them; often without? a formal. contract’ ‘and: those’ forms. of - 
ince “asia ‘trader ‘with, cash in hand and ‘acquire, a'stock of. ‘goods. which, . seredit iñ “which, ‘purchase. on credit. is-seen ds a 'Special- service." 
he hopes: to sell, ‘atta profits From the: funds. viewpoint; cash- will’ whichis an ‘alternative’ to leash’ ,pürcháse . and, whére à a frd. x 
us Sie Converted intó stock (another form of funds): and stock:in‘its ; ` credit &orittact, is made' between buyer. and seller. regulating As: 
2i tür will be. converted báck:irto:the form of ;casli when^a' sale,’ Conditions of repaymetit'and the charge'to be made for:credit'7 » 
xe éffóctedi: Fhe- process .is mióre. complex for-a. manufacturing. The:-Crowther committee: excluded’ this’ type: of. credit’ from 
DS ‘company; "making; the" stock means .procufirig -raw ' matetials, \ V their report, not because it ‘fell’ outside their terms òf reference’ č 
Fi X> pen gaging : labour, and’ eréating: manufácturing; ‘administrative’. but ‘for: strictly practical reasons” "which , were that they. dad 307. 7 
DE “and “selling: facilities which involve läige outlays: of cash: and: a, "knowledge. of. ‘any spécial. problenis, that’ arise"in this: area’: and: 
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ART considerable’ usé. eof furids;, "Ar e p ue MEM ‘also: because ‘we have been keenly conscious. ofthe uides tibi 

pee. ate wm SEEMS Lm cM p of -trying., to. impose any; forin of. régiilationi upon, "Such, an. 
“Flow ‘of funds - pO RT ee ite ee C -énormoüsnufüber ` of. largely informal. transactions: Ünless itis ie 

EU » : £2 sv strictly nécessary to dosor cx D a P 


of However làtge Or, RE or ihuple ‘of Complex ari. i organizations, 

"tlie, fundamental rocead. of thé.flow of. funds ‘from one form inito 
ccdnothet i is thé 'sáme; and the-important: aspect. from the point. 
ete ‘view: of" pony g -the firm. financially is the. time delays « 


. It will be argued i in this aiticle that the orales] wer "wiong-. 
“in. believing ‘this: Since: the- committee 'reconimendéd | á sweeping ~ z 
Jreview in thé- Jaw relating: tO: credit, then: it jé'essentiál to: ‘take. $ o 


close’ look at trade credit ánd to ‘incorporate appropriate regula- ~., 
“utwhich occur beforé-cash.is-eventually converted. back. into,cash::. “tions in.the forthe coming Lending aridi Securities Act. hw 1S6 


vag SOR “course, thë extent to: which funds are tied: up: “also. depénds- ". Trade. credit’ is ~an- important - ‘element of. ‘working: aspici 
“onthe way in "Which: production ‘and ‘selling : are organized: and": -thrdughout: ‘thei Western : world: „In “the UK, according .fo ` 
Ejo ‘the levels ‘of. stocks of raw materials, wor in pn and quoted company’ accounts üp, to: Mareh 41st. 1972; trade: andi 


A Emu are De es be ble ins id rabli : ne "other. creditors of firms ih. manufacturing. ‘and ‘distribution: P 
E acura seas Hadas € able: to ect consi erable.’ “amoiinted:. in! 1971 :to’. £1; 6129 : -iüillion; and ‘trade; debtors’ tors: 


t. savings if they. minimize stocks, ’ ‘although | ‘financial managers : 
Led £174 2 ‘million. ‘Those figures. represent. 37: andi4o per cent! 
Se must.. always. béware. of starving. the firm: of, “op erating. funds". z » ‘respectively. ‘of the: total current, assets; and’ investments: ‘which: 3 2^ 


E: use'an insüfficiency. of résources might’ ‘interrupt production: "were: f£ Y 
ed 4,363° 2 -million,, and: '29 ‘and. ar ‘percent respectively ‘ of 5 
EUM. Jead to loss of ' opporturiities, ‘for profitable, sales; It. is: fairly. 3 total’ net. gs sets whi ch ‘amourite ditò ds. 85-1 Billion: Dis 


fy 


3 S ledr :theréfore, that few, if any, firms. ‘Cats « manage’ "without oe ag usd E. p. = Y iub E 
EN zworking capitàl; and that the amount they requife will, to ; some: Ts UN Re D "e d MOD M TA PULS 

= Marked: increasà : uo uS d N eak SA. pn, d 
a eként; be'detërmined-by the type: of-busin ‘they are inj ^ : ^ z, ta, 


E 22 Equally, most: firms will need. active. management of. din ‘The absolute fared d a also Poa markedly"; is: ‘recent’? 
Fo working ‘capital, and most «writérs arid textbooks ‘on-actounting © yeats:. ‘trade creditors: from, £1,426:5 Mi ion;in. 1970,: ‘a 'rjsé Of 
rand fitiánee: stress’. this. In general, it^is. suggested - that. firms’ 13 per ‘cent, and tráde: debtors ‘from. LAT; 033^ 5 ‘million in'2970,:a-. 4 
Jat ‘should <maintain an‘ excess of current . assets over. currént \ Hise-of- g pér cent: To ¥ Some 'exterit this is. the ‘byzpreduct: of." 
-X Jabilities, and : various control: ratios are véalculatéd comparing: “growth i inisales and if, therefoié, includes á an inflationary; element; 
tinent assets; to liabilities; or. quick asséts to current: liabilities, -. .... At thé end of 1968; ‘according’ to:the- Crowther: report, thé : 
i Orstock and.debtor, levels. to sales, Or creditors to purchases:or, > total, ammount of advances made by: compares: ‘covered by. thé 
“00st! of: sales; Firms: "with an ?exceas "of. current’ liabilities ‘over.’ “Protection. of Depositofs Act 1963. was 7/817 million, of which: 
"current assets are overtrading and, as such; Hable to: liquidation "only £499: -million Was- advanced, to- _gompantés: for: cortimercial ;- 
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TEN their creditors: (deum e enV 2 or industrial j ‘purposes. -: d DA AM j A 
7 EA “eT his article is concerned sigh i one denen: in wore capital: i Trade creditis, iof coürse, an: aida if: “which it 18: ‘dificult to " 
E trade credit; bi meaning the: two: components’ of Working: capital- ' «distinguish business: and tidn-business’ "borrowing; butihére c E. 


Sv which" arise. from: the: provision; of credit terths: insbuying, and ` "be little ‘doubt that Jt ig. an important: area of credit. dei in 
aeli Supplies’. and. Boods, obtained" dgainist: the- Promise: ‘of -. : fact, so-free; ‘of problems, that: it can duh be ignored? 5. Aes AL 
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Note:  Révisions of the series took place: as of- 1951, 1956, 1958, 1959 ahd 1962. oily the first two resulted i in significant changes: in the data. x "s 


Source of | Data : US Federal. Trade’ , Commilssion and. Securities. and: Exchange Commission, ‘Quarterly Financial Report ig Manufacturing < ` 
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Léngthgning of collection OE PM. eee 1 ag DUNS should be deploed i if ia TEN dst thee 
“It is šo letimes suggested that’ developments’ in~ the UE in oe is no adyantage to be’ gained from it or that it carries dis- : 
many fields follow-tendencies in the United States, after a time, ädvanńtages; and I believe this can be shown. - 
delay.:Cettainly much of the academic work in "Business findnce `~, , Indeed, the phenomenon is puzzling: why. do firms make use. 
in the follows and repeats ideas: and:research- approaches: `. of trade. credit?” Some financial managers would reply: ME : 
first established in North America. It is: -posiáible' that. financial’ : question with: another: bv ML afford nót to make use i i? 4. 
practice 1 from and sometimes s follows American develop-i7 TT WE Hs QUE dope NI C i dA 
E Ree ux D e i hi? "A source: ‘of-funds? ` IG LA EE] 
at coun ry, ere | een. a- steady. long-term trén | 
. since thé Second: World War for collection T to: lengthén,,. ie sight b the aes Sor quests, hy. should firms 
as, can be} seen from Figure eas ee tra das t, is obvious: it is the supply a f Mie 
A. similar chart (Figure 2). takeni Foma a popular British text? - gro firm M xn Orrowing Hietase e SUPP y. E 
Eos alless ‘stable trend but there has, nevertheless, been: 2 — As Midol | d B "~ eq 
tendency since 1959 for borrowing. and liquid: assets to rise n. Ji bili B i and Burns pon at out ncreases in. current, 
rélation to gros trading profits: ; P ^ liabilities are also a. Source o oreover, it is apparently 
i E S Eo a ^ a: costless source of funds, since it is comparatively rare.to find = 
Fi A. j m aes iy “interest: charges imposed from the start.of borrowing., Cash... ‘: 
gura 2 - disèg ts d.th implied interest ° 
| ounts are -móre common and.these'give an iniplie e j 
: pum = EE Son; delayed: payment, although - in practice they may often -be.. . 
ane: EM E oa. age Ae ae B poorly administered. and. may lose significance if they become s 
p x Sources of Funds- «5 NT AMET Wut merely another form of discount. .. 2 
"4000 -t t. F | Gross trading profits ©, 7 i It is.$ómetimes argued; especially. by naive small ‘faders 
fags NP E ME am -that trade. credit i is ‘costless. It is true that no, specific charge i 18 
2 ; made for.the cost of trade credit; but we may expect that trade:- 
3000 "prices will. be’ set at a level which. will covet average collection 
Ko .; periods. and bad. debts," and: ‘interest or other. return . on the -~ 
-t , funds provided. . z =, 
2000 - Trade credit; ‘therefore, averages the cost of. the credit pro- : 
"we | dad over ‘the customers. taking advantage ‘of it. ‘This is un- 
~ TT een FS desirable. "Fhe average rate penalizes early payers unles$ cash ©...’ 
1000F t. iee- uk ae LUTTER. dr de " "discount terms are offered. (and enforced) and taken advantage ‘= 
: E Ww : - e NN e EM B -A Bon Sin a. | liqui id PN T of, By thé saine token, . it: rewards people who extend- their. — 
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éredit without facing explicit - time-related. interest charges. 
This has two’ main ‘dangers. 


+ 
S TE . 


The first danger i is that, if the cost of providing trade ctedit 
is concealed in the price of goods, this will prevent the customer 
from making optimum decisions on his own sources and uses of 


' , funds. Because the funds appear to be costless, the customer will 


maximize his use of thém by taking more credit over longer 
periods. The consequence. would be a subsequent rise in prices 


. to meet the supplier’s increasing costs of providing his custo- 


` mers with funds. Again, because it is averaged, the buyer may 


only become aware of the rising costs of finance if every other 
buyer acts as he does. If other buyers do not take maximum 
credit, then they will find themselves becoming part of the cost 


- of providing finance to other buyers. Wrong economic decisions 


are almost inevitable in these circumstances. Thus, trade credit 


' is inimical to. the effective use of the country's. economic 


resources. 
This article earlier noted the fact that the need for operating 
funds was related to the underlying production prócesses of the 


firm, and that' writers envisage busiriessmen. maintaining a net 
‘surplus of current assets over current liabilities. In some cases 


a firm may overtrade — that is, take a large amount of trade 


credit until trade credit actually exceeds current assets. Traders 
. may hope that they may even be able to sell goods and receive 
->the cash from customers before having to pay the creditors. - 
` Accountants have often stated that this is a sure-fire formula 


for disaster; all that is. needed: is a downturn of. trade and the 


T gerege firm soon gets into financial difficulties. 


Beau 
. Trade credit is 


, indeed, an important contributory factor in 
bankruptcy. In 1970, over 4,600 debtors in England and Wales 
went bankrupt, and in a majority of cases the cause was in- 


> effective financial management. Most of these debtors were 


_, innovation and competition (quite apart from their importance ` 
_as'social motivators). It seems likely that many small men of 

* ‘potentially high value have been a i and drowned on 
- the rocks of trade credit. 


small, and small firms are an important source of change, 


Admittedly, on the other side, one may add that lax suppliers 


of credit have also been caught by a common form of fraud, 
_ but this fact is yet another. Mount unm this form of 


financing. 

As a source of funds then, trade Sedis cannot be looked upon 
as a: desirable means of provision. It encourages poor economic 
decision-making, increases the vulnerability of firms to bank- 
ruptcy and encourages fraud. 

Pursuing this argument further, we find, in fact, that trade 


'- credit also involves a use of funds. Sales made on credit terms 


will create debtors which stand in the balance sheet of the 


~ supplier as a current asset. hese debtors represent uncollected 


' sales not yet turned into cash. 


é 


The truth is that it is most likely that trade. credit will gener- | 
ate, for the average firms, a net'demand for funds — not a source, 


but a use. This can be seen if we assume that a firm is obliged 
to give the same credit terms as it receives; generally, a firm 
cannot gain funds on trade credit. In a simple case, if it buys 
goods at £80 and sells them at £100, it will give £100 credit to 
its debtors and receive {80 from its creditors. 

. In a more typical manufacturing firm, the costs of materials 
and supplies may account for only a fraction of the cost of 
goods sold and this will limit the firm’s ability to obtain trade 


‘credit. If material costs account for only 30 per cent of cost of 
' sales, in our example, the firm would still give £100 credit to 


IA 


€ 


t 


- its dde but it would only 1 receive rom credit from its 
creditors.” 
If we assume that a firrn can obtain better credit terms than 
. it gives, then the situation is different. Taking our example, if 
both firms obtain twice the credit period they give, then the 
trader buyin 
creditors to {i160 against debtors of £100. Clearly, the manu- 
facturing firm can obtain £48 from creditors against its debtors 
of £100. But this possibility is exceptional and, in general, 


trade credit represents, a net use of funds to the individual. 


firm ' a 
a w 
* a 


NEM effect 


As can be seen from the data already quoted, debtors and 
creditors are roughly equal in aggregate. Does this not disprove 


the view that they are a net use of funds-to the individual `. 
firms? The answer is surely not; credit given and. credit taken. 
must obviously be equal in, aggregate (the differences will - 


, represent borrowing from or lending to other sectors or agencies 
in the economy). Nevertheless, there is an underlying phe- 


at £80 atid selling at {roo can increase his. 


^ January 11th, 1973 ... 


nomenon.- a successive transfer of funds from one stage of . 


production to the next. 


In a chain of firms, each adding value ünti (hs final point 


of sale, if we assume uniform credit terms, funds will be pro- 
.vided from the primary to the secondary, to the tertiary. pro- 


ducer, ‘until the final sale. If no charge is made for the use of’ 


these funds, it. means that primary producers are subsidizing 


later stages by providing finance to them. Why should they do: 


this? 

I -believe that, in fact, firms are victims of a situation in 
which, instead of asking the right (collective) question “Why 
have trade credit?, they have preferred to ask the wrong 


- (individual) question ‘How best may we manage trade credit?’ 


And the Crowther committee fell into the same error. 

. The effect of this has been to leave industrial and commercial 
enterprises in a situation in which a serious proportion "of their 
funds are committed not to financing their own activities over 
which they may be expected to exercise some control, but to 
financing the activities of their customers, over which they 
cannot hope to exercise control. 


Management of trade credit 


Trade credit management is a serious and growing problem 
for many firms. Yet, strangely enough, the question of why 


this should be so is not posed by most writers in finance and 


accounting.. 


Most texts simply assume that trade credit. will be available,” 


and that the problem is for the firm to manage if. Consequently, 
a great deal has been written on how firms can obtain trade 
credit, what procedures must be followed, how debtors may be 
controlled and collected, and the limits within which creditors 
should be restrained. Again, it is significant and-remarkable 
that most: texts devote more of their attention to debtors’ 
management than to creditors’, and most of them envisage the 
larger firm creating a credit department, the functions of 
which ‘consist of three main activities. First, the department 
must gather and organize information necessary for E: 
on.the granting of credit to particular customers. Second, 
must police [sz] the collection of receivable.to ensure cae 
efforts are made to collect the debts when due. Finally, in the 
case of accounts which appear to have gone bad . . ; it must 
determine. and carry out appropriate efforts to collect thé 
accounts and avoid loss.” E 

These are rules for the creditor on how to exercise control over 
his debtors. But, as all credit managers know, such control is 


y Base Hune Finance, by Pearson Hunt and Others (R. D. Irwin, 
Tllinois, 1966). r 
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by. no. means easy: Pean they hare no réal śanctions to W ee dot Small firms., 


except: toi cut off supplies (which. loses possible salés and: ‘does .. It might be inferred: from. our ye a 80 far divi it is always 
„not recover the funds) or to go to. Court (which. is ‘expensive, the voa who uses trade credit as a marketing weapon, but 
'and alsoiof doubtful effectiveness). ‘Policies which stréss Short — this is not. always so. The small supplier providing-goods and 
credit terms, stringent credit.standards and highly aggressive. 'services-to-one of-a few large customers becomes vulnerable to 
policing rf collections, clearly should'wórk to minimize bad arbitrary: terms of payment which he is too small to challenge 
debt lossés and the tie-up of funds in receivables. "But süch and: which. may Sometimes drive him to bankruptcy. In any 
policies may well restrict sales and profit margins.9 -° . w4. case, they increase his. dependency. on his ‘customer. 

__ Unlike operating managers who have direct control over the - A. few years ago, I calculated the current. ratios. (current 
levels of stocks, or the treasurer, who has direct control over the" ‘assets to current liabilities) of a group of large manufacturers 


. pool of cash, the credit manager is held responsible for furids : and thei lers Thi d that th uf 
_ which, o h| the debtors’ side, are outside the control of the firm. Notons tice of about me she "n | ane Be epe e 
Essentially y het has an impossible task ^ meant that the manufacturing giant was overtrading) whereas 
This Nii usion might be reinforced by reformulating the the suppliers all ‘had ratios around 2 : 1.To take dnother example, 
. three activities stated above, in terths of the ‘principles’ which ` 4 supplier, from whom I obtain spares for my American car, 
might be; followed by a debtor in rélation to his creditors. They ‘in London, insists on cash on delivery but-imposes very. onerous 
met read: |. .., terms on components returned; for instance, the company 
. (x) Gat ler (or S ind organize iuh ‘information ‘as ` refuses to accept, a pòstal return COD. The small man is thus 
might induce suppliers Apotenunt creditors). to provide . forced into ‘the unenviable position of providing funds to the 
trade credit. ~ EN Loy Tange. ‘ 
(2) Delay payments to creditors to that point. where the costs of | 
dela (interest, legal costs, interruption of supplies, ad- ' 
|.  ' ministrative“ costs, etc.) marginally aal ‘the return Abolition of trade credit `- 


obtainable from the funds thereby received. - i `- The. sum of this article is.that there are persudsive argüments 
(Q In | e event of impending financial. failure, take steps to. against the use of trade credit from the viewpoint of the firm . 
tithe burden to the trade creditors as far.as possible. |", put that, of themselves, firms cannot be expected to abandon it. 
"This formulation will come as no surprise to. credit managers! If.they did so' unilaterally, they would sacrifice a trading 
"The rélationships of ‘debtors and. creditors haye never been advantage and they would become vulnerable to competition. 
happy and, since the abolition of debtors’ prisons, have left the ` . The conclusion is clear: this i is.a direction in which Government 
creditor with few effective means of recovering his debts. Why, action is needed. Trade credit, clearly, should be made illegal. 
then, shoilld anyone, firm or individual, be foolish enough: to- ..:I believe that many honest traders would welcome the 
lend money in this way? — ^ Uu 30 abolition òf trade credit, which is a burden on their limited - 
| ; " EL SE Tu pes - ^: jj resources. The effect would be to place more of their funds 
Jo | l a S = and their. own control, and the result might, well be an im- ` 
Marketi g device :  provement in the efficiency with which financial resources are 
One. answer is clear. The primary purpose of TES crédit d is- "used in British industry. `- 
to assist the selling and marketing of goods and'services. In . The minority resistant to the change would, ie those- firms is 
other’ words itis a way of selling, on the availability’ of credit ..- who rely. on trade credit to ‘bolster poor products or doubtful . 
on the inherent: quality | of the goods. or services , acquisition ‘tactics. They deserve to be EO PE in: the. 
t is assumed. that.'easy terms’ will make ‘selling’. Interests of their competitors arid the public. 
hope that by providing credit they can- raise their; Would. it work? Trade credit has been with us so long that it 
rnover sufficiently to cover the cost of providing the . seems hard to conceive it being abolished. The answer is yes, - 
additional funds required, and also improve their own profit- ` it can and dóes already work. Taking, for. example, a country ' 
ability: They may go further by making trade credit conditional - Such ‘as Romania, all firms are required to maintain bank 
on trading, exclusively with the supplier. - .. accounts, and when a supplier.ships goods, he: forwards a` 
- Whilst this aspect of trade credit is often clearly recognized. - Copy of the invoice to the bank which credits the supplier and 
in marketing, it more often appears in a negative form.in. . debite the customer. Such a system is already available 1 in the 
finance texts as a caution to-the credit manager not to pursue UKi in the form of the direct debit system. ; 
his collect im of debtors too vigorously. In other words, trade Trade credit can be abolished by requiring payment 5s 


i 
Ed 1 r 






credit is aj way of increasing sales, profit margins and return, immediate cash or cheque; or the use of the direct debit system. 
_on total mvestment, ` ;. The. system does already incorporate a right of the customer 
‘Trade credit, then, is a marketing device which circumvents - to. refüse à debit. Additionally or as an alternative, the new law 
;competitio 





on price and quality of products and replaces it, to . might. require all invoicing. arrangements - to be treated-as - - 


| some extent, by financial’: inducements. which: quu the financial transactions and for a true rate of interest to b: stated E 


supplier a; nid may: endanger the customer. '" 7, and charg ed. 
As such it favours the company iuc has: money rather, .. The use of credit cards sigh be a method of circumventing . 
than the c ‘company with. the best products. Itrepresents:a way- of any abolition of trade credit, but. such methods would be . 
circumven ing the "préssure' of. competition and building . treated as invoicing arrangements for which interest would be 
financial ties between suppliers- and, their customers, which ' required to be stated and charged. This might have an incidental 
have a monopoly effect. Thus; firms with lower levels of funding: benefit of discouraging credit card arrangements, which are paid 

cluded Eom ‘business which, might. otherwise .be:` ‘for out of profits skimmed off retailers. - 

e. e C5 , „In any’ case, credit cards seem destined. to bs replaced by 
the concession. nof trade credit i is - T asa theans s of. cashless systems in which it is. envisaged: ‘that a person pur- 
uiis ovex a customer is not known, but it is often. suggested chasing goods will be able to pay by méans of a card which 
. i pulous suppliers may encourage Overtrading’ in. would be presented to the, supplier who would then be able to 
order to.take over their customers’ businesses. If ‘this were so, record. a debit both against the bank account of the customer 
it would be yet another count’ on which. trade ‘credit deserves "and on his card. This will-be a form of real time direct debit 
to be discouraged. | fe 2 00 0 I — ———: E 
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Corporate Tax Systems in the EEC 


6 Denmark : 


i bé — WEBB, with Arthur Andersen & Co 


HE Danish tax. year ends on March 31st, and a 
company's tax return must be filed by April 3oth, unless 
| dts accounting year.ends between January rst and March 
| 386 when the return must be filed by May 31st. Tax 
1S assessed by' reference to the profits of the accounting 


. year ending in the preceding tax year, and is payable 
- , between November rst and November goth. | 


` Residence 


; "The determining factor for Gedene of a company in 
~ Denmark is the location of its board of directors and head 


l office. 


.Resident conipanies are taxed on .their world- wide 
income. Non-resident companies which carry on a Danish 


business or trade through a branch or other permanent 


„establishment are taxed on their Danish business income. 

Resident companies in receipt of income from a foreign 
" permanent establishment have the tax rate on such in- 
‘come reduced by. 50 per cent. Other income from foreign 


: sources is taxed at the full rate. Such companies pay tax 


‘at an effective rate of 36 per cent on aggregate incoine, 


. whether distributed or retained. The effective rate for 


market value, but the value can be reduced by up to 30 Y 


aa companies.is 34 per cent. ^ 


Taxable income 


- Taxable incóme is coinputed in. accordance with the 
following rules. Stock must be valued at either cost or 


_ per cent by the creation of untaxed provisions. Dividends 
“received by a company from a company in which it has at 


“least a 25 per cent interest’ reduce corporate tax in the 


| eases gains 


1 


proportion they bear to total income, but not below the 
"amount pue in tax ye the dividend- -paying company. 


~ 


ES o and ordinary EET capital gains i are taxed 
.as ordinary income, but capital gains on property and 


E. shares are taxed with. certain specific provisions. 


. Allowable expenses 


"Sérvice charges paid by a Danish company are dedaetible 
if they are. reasonable in relation to the size of the Danish - 


business and the services received. Interest paid at- a 


, reasonable rate is allowable. - 


\ 


Previous articles in this series appeared i in The Accountant for 1972 as 


follows: November 23rd (Belgium); December 7th (France); December 
(Italy); December 218t (Netherlands): and -December 28th 


14th 
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For the replacement of business assets, up to 20 per 


cent of annual taxable trading profits can be put. to a.tax- - 
free reserve; half of the amount reserved must be placed : 


in a bank account which is inoperable for any other 


purpose. If the reserve is not used within 12 years, it must ` 
be brought back into account as profit with annual interest - 


of 5 per cent. 


- 


Depreciation 


Depreciation is given on business assets as follows: For ` 


. Janwary 11th, 1973: ' 


machinery, plant and equipment, a declining balance rate’ 


of up to 30 per cent is permitted on the total cost of such 


assets (i.e., cost at the beginning of the period, plus acquisi- 


tions, less proceeds from disposals), Only half-rate, how- 
ever, is allowed where an asset 1s. purchased i in the second 


, half of a company's accounting year. 


Buildings and special installations attract. smuci 
rates in the first ten years at 6 per cent per annum for 


industrial buildings, 4 per cent per annum for hotels arid `~ 


entertainment centres, and 8 per cent per annum for lifts, 
air-conditioning and central heating. "Thereafter the rates 


for the respective categories are reduced to 2,.1 and.4 
- per cent, straight-line. 

There are initial allowances ii industrial buildings, - 
| at 30 per cent of the amount in excess of 700,000 Danish 


kroner. This excess can be deducted over four years, with 
an over-all limit of 15 per cent of the total cost in any one 
ear. 

Intangible assets such as Watents and ideam can 
be written off over their effective lifetime, subject to a 
maximum allowance for goodwill of 15 per cent per annum 
straight-line. 

There is no carry’ back of tax losses, and they may be 


carried forward for only two years. - 


Withholding taxes : 
If a UK company has at least a. 25 per cent. interest in the 


ordinary share capital of a Danish company, then (because 
| of a protocol of 1968) there is a withholding tax of 5 per 


cent; if the interest is less than 25 per cent, the withholding 
is 15 pér cent. There are no withholding taxes levied on the 


payment of interest or royalties, nor is VAT M on 
their payment. iE i 


Value added tax 


Value added tax of 15 per cent is jevied on the sale of goods. 
and the performance of certain services. It is not- charged o 


on the: sale of property, nor on Ep 
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Other tes m a land; ia: of between 2: and 3° per. ‘cent’. "The. Danish Sovéfámerit: “provides” some incentives by. 
on'thé | site’ value of land, and-there are stamp ‘duties at Away of favourable loan: facilities for the location of: industry’. 
various. rateg: e.g. on the isstie ọf'secùrities: 2 2:per cent, OD se Cert W o p s 4 
leases I per: cent, and: on’ loan certificates. ó: 3 per: centi. sim. cer areas. DE d E 
Employers also have to make social Security ‘payments: ; Up to: 9o per cent vf die cost. of Tam and E R EB 3 
for pensions- approximately 14 kroner ‘each month: Per. iof plant can be financed by loans. ‘The loans hayé to be~; - i 
employee, and. for sick- pay: R kroner. THY. must. also. „repaid i 1n. ten’ years if made for plant, or in X Jum ifo 


insure their employees ee accidents. m x "made for buildings. Km LN E v E i 
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by MARTIN CARROLL; c. P. A. 


"N, 
` The entry of the United Kingdom imio thé Esa" Economic Connie gives rise - = = 
l to numerous. specific problems involving the-different tax systems of other member ` 
: IE , countries. did ra least of thesé problems, indeed the underlying factor in any resolution - . 
TOP I I RS DIU REGE "m suei problems is ane question of interpretation: NE 
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INTERPRETATION of tax: P pues in aréas - The Piper Convention for the ere of: Higa, 

where doubt exists as to the, scope or meaning of the *. Rights and Fundamental . F reedoms, declared in Rome 
relevant | legislation, is a fundamental need in examining: `. and. signed o on à November a 19 50, indicates in its first 
-the tax [consequences of any planned transaction which. is: - article that: : 
affected. by the application of the law oF coun other - “Every natural or legal person is s edid to’ the: peaceful ^ 

' than, thé country of residence. > 7 -> k enjoyment of his possessions. No one shall: be, deprived ‘of `; 
^ One p inciple is. -almost universal.. ‘Neither the Rove his possessions except in the public- interest and, subject. to r 
‘officers, or the Courts, may supplement. or amend the Je, conditions provided. for’ by the: law, and by the genesis. 
law under the. pretension. of interpretation. Primarily, ^. is . principles of international law." , —;. | 
the. ‘wort ‘used’ ‘must. be examined and. their meaning: | -`` "The preceding provisions shall not, however, in any: way - 
- elicited: ‘according’ to the ordinary rules of: language. and ` impair the right of a State to enforce such laws as it deems - 
. usage. This. should ‘be done; not’ by itaking.the words in... necessary to control the use of property.in accordance with - 


isolation; but by considering. them within their actual. “the general interest or to secure the payment. of taxes Orc x 
.contexti| > 2 ~ other contributions Or ‘penalties.’ wv s 


Shoulc this method prove to be ineffectual it may. be Cdi is, ‘therefore, essential that the rights ofthe TR en 
ecessary to establish the customary ‘interpretation where. - and the requirements: from the taxpayers are clearly in- 77. 
“this is possible and the legislation is not new. Recourse ` dicated by the legislation. Such rights and obligations are. -° 

o be made to-the meaning of the aw within the .go restricted. and careful-observance.of this doctrine. Should — » 
framew tk of eneral law ds a whole. Tax’ law, however, . be applied to all matters of- interpretation. 

al body of law and whilst'such recourse is valuable +. . Valid methods of interpretation iti individual countriés m 
. a8 'an. ai to interpretation, it must be restricted in its ` vary. considerably. A:-popular method. is reasoning by. 
applicati n. Tax law is autonomous but it may. be impos- "analogy. This is. rejected by. 'the Belgian. authorities, 
sible ‘to}avoid some reference to: the civil law. Principles’ whereas there is some uncertainty as to the French attitude. 
of other law should. be valid i E tax law, but- care must be. “in -this réspect. Netherlands opinion is divided;-Italian ...^ 
taken to ensure: that contrary | (principles: are not: "spécifi- . legal opiriion < implies that analogous reasoning i$ valid, a b 
„ally i indicated: by. the r elevant Da c. Dor itr in’: although. the ‘Courts, refuse to. recognize this: Germany `. 
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itsme gor intention. Du "E dr p^ “allows thé. correction of légal constructions by the jüdiciary .. 
alive. E. E ms d e um oe or’ even. bý‘ the administration, put this does not include the - e 

. Legista ve- intentions: pU NE PLE i ; | use. ‘of ‘analogy... 

: Ánother dvisable factor for: duin 18: s the. intention: In thé- ‘United e and de ‘Republic of: Ireland, 

' of the | dator i in. drafting. such 4 law. Again, this has. an Shere; is a legal. obligation 1 to interpret.a statute as'it stands, 
obvious efulness ‘but can only guide. It should ‘not form -according:to the ordinary; plain and natural. meaning of 
part. of the total: concept: ‘unless’ the other factors. are- “of the words“used, although the use of "análogy i is.sornetimes. | 
negligib importance. M s admissible, S Such; VINE. ade to gione method 
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emphasize the need to appreciate the legal requireitients for 


interpretation before embarking on any consideration of 
projects involving tax law. 


International law mE MIL 

. International tax law has two distinct sections. Firstly, 

there is-a complex series of conventions designed to prevent 
double taxation or afford relief. These define the areas of 

= application of reliefs and provide for tax credits with 
respect to taxes paid by a resident of one state to the 

authorities of the other contracting state. 

Secondly, within the domestic tax law of any state, there 
is'a block of legislation affecting the taxability of non- 
. residents, This legislation ‘must be interpreted having in 
mind the general principles already outlined, but double 
"taxation treaties, .accepted in both languages, usually have 

clearly-defined meanings. 

- ‘The conventions are essentially agreements between 
' „states and are subject to international law. Differences of 
interpretation should be resolved by the judgment. of 
international courts. Either this is provided for within the 
treaty or — because the validity of the agreements has been 


‘recognized by: the contracting states — it is generally, 


accepted that they will be subject to the jurisdiction of the 
International Court of Justice. 

Construction of the treaties often provides a distinct 
advantage by defining specific terms such as ‘taxes’, 
‘permanent establishment’, ‘commercial profits’ and ‘ resi- 
““dence’. Thesé definitions limit the disputes which could 
_, otherwise arise over the scope and meaning of the wording: 
Instances of minor disputes arising between the taxpayer 
~ and the relative administration are submitted to the ap- 
- propriate jurisdiction which may place a different. con- 
struction on the wording of the treaty than would be the 

- case if the dispute arose elsewhere. | 
‘In Belgium, for example, the treaty ranks equally with 
the law, and the judiciary may interpret. In France any 
` judgment, is restricted to the application of the treaty, 


: official. interpretation being the province of the govern- 


. ment. It follows that even these treaties may, in some 
respects, be subject to divergence of interpretation, but 


- properly defined concepts within the conventions, or: 


, agreements that a term may be interpreted according to 
the. law of one of the contracting states, as well as the 
gradual build-up of common legal terms through the 
Organization for European Economic Co-operation and 
. Development, all serve to minimizé these differences. It 1s 
_ also generally accepted that the treaties, normally adopted 
by separate domestic legislation, are pre-eminent over 
, national laws. 


^ 


’ Harmonization. 


While the Treaty of Rome deals with the ansam aso 
of indirect taxation through value added tax, there is no 
- explicit requirement as to the need for harmonization of 
direct taxation. If direct taxes were harmonized, with a 
. specific national income requirement, the revenue to'be 
raised would be pre-determined. The government ofa 
member state may wish to raise more or less than this 
“and much opposition would arise to such a proposal. 
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Progress on this matter (if there is to be any at all, since 
the Treaty of Rome does not require it) will obviously be 
slow; even the Neumark Committee, in considering this 
problem, only, concerned itself with direct taxation of 
investment income. Harmonization of taxation on employ- 
ment, due to the degree of mobility of labour being less 
‘than that of capital, was presumed to pe virtually 
impossible. 

The whole area of international tax law is extremely 
complex. Within the EEC it is going to become an in- 
creasing: part of a tax adviser’s daily life. Specialist tax 
departments within UK companies will become an urgent 
necessity. Commercial progress within the. community | 
may take many forms, and tax considerations materially 
affect any decisions made. While a group of companies 
remains within one country the flow of income and its 
taxation is usually only in one. direction. When state 
barriers are transcended, the proplems are infinitely more ` 
involved. ` 

Profits, apart from being distributed. : are used for the 
finance of expansion. The movenient of capital in this way 
can be very expensive if taxation is allowed to make too 
incisive an inroad into the profits. Obviously there is a 
need for capital at the control centre although capital in 
the area of investment can be raised at a later date. It is 
inadvisable to raise capital in a third country since double 
taxation can often destroy the yield from such capital. 


£ 


Tax havens 


Profits which, could be taxed in one country can often 
escape taxation by the introduction of a tax-haven com- 
pany. This can provide a financial centre for the collection 
of funds by being à holding company for the foreign 
projects. With planning, the taxation of dividends could be 
minimal and it could finance overseas , development 
without the problem of reduced yield from double, taxation. 

'l'he ownership of shares in foreign subsidiaries is also 
inportant. ‘The ownership should rest in a company 
situated in a: state which has favourable tax credit relief. 
This control centre should take dividends from sub- 
sidiaries resident in countries where the incidence of . 
taxation is high. Where an alternative ‘parent’ is situated 
in a favourable tax-haven, its dividends should generate : 
from subsidiaries in a lightly taxed area, while the income 
thus accumulated should be used only for ventures in 
countries which are ‘foreign’ to-the control centre. 

These, by no means exhaustive, examples of the con- .- 
siderations which must affect any decisions on expansion, 
and development in the EEC, stress the need for an inti- 
mate knowledge of the tax systems applicable to each of 
the member. states. Information must be available but, 
until specific proposals are postulated, this could be. 
limited to a general knowledge of the tax systems. and of 
their impact on enterprise within their jurisdiction. 

Within this general understanding the proposals can be - 
deliberated and the.most advantageous methods recom- 
mended. When the schemes have been tentatively accepted. 
it will be necessary to consider the fundamental detail but 
the tendency to accumulate a tremendous quantity of 
information, most of which may only be of academic 
en should’ be avoided. 
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ou have a week to spare fly with us to normal economy "dre available for a one- ^ 
a ork this winter. 


' week tour. The rest is on us. (Prices based 
on 7/8- day winter group inclusive tour fares 


ou up in one of the best hotels in New York effective Nov.1st to Dec.14th, 1972, and Jan.5th 


i (you have a choice of three). You'll have a 


to Mar. 31st,1973 for groups of 10 passengers. 


Single or double room with your own private. . A You don't have to form a.group yourself. 


‘bath. We take you sightseeing. And then 
after a week we fly you back again. 


` Your travel agent or Pan will do it.) 
So, if that sounds like a nice thing to do, 


; | The all-inclusive tour prices start from £17— , your travel agent can tell you more, or send 


) | 


SER that$ a saving of about 30% on the 
| 


‘for our brochure for full details. 


.SPanAm. | 
(for] days) m des 





| Sudden you're somewhere else. p 
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| Address 


To Pan Am, P.O, Box 100, London SW4 


New York 





Please send me your free ‘brochure of Pan Am's winter bargain tours 


to the U.S.A. 
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Preparing for VAT 





Motor-cars and Works of Art 


WO further VAT statutory instruments, SI (1972), Nos 

1970 and 1971, have been laid before Parliament for the 
assessment of VAT' on, respectively, motor-cars and works of 
art (including antiques and scientific collections). 

Input tax, it is stated, will.be disallowed on new motor-cars 
acquired; by taxable persons for use in their business, on used 
motor-cars and on cars self-supplied for their own use by 
taxable persons The disallowance does not extend to new cars 
acquired. for resale, to cars intended for conversion to another 
kind of vehicle, or to charges for hiring a car. Subject to certain 
conditions, VAT on the supply (other than by hiring) of a used 
car by a taxable person will be charged only on the excess, if 
zm of the price obtained for the car over the price paid 

or it. 

Similar rules, limiting VAT liability to any excess of the price 
obtained over the price paid, will apply to works of art, antiques 
and scientific collections which have been sold at least once before 
April rst, 1973, or at least once after that date by a seller who 
did not charge VAT. Imports of such items will also be VAT- 
exempt, | provided in^the case of works of art that they were 
acquired from the artist or his estate before April rst. 

‘The detailed effect of these orders will be explained in two 
new VAT booklets, Nos 711 (second-hand cars) and 712 (works 
of art and antiques), to be distributed by HM Customs and 
Excise. ‘The statutory instruments are available from HMSO 
or through booksellers, price 5p each (by post, 74p). 


Three Sheets of Paper 


BOUT 14 million small traders, by a Department of Trade 

and Industry estimate, have never kept their own books — 
beyond, the point of accumulating the year’s bills and receipts 
on a spike and taking this, together with the bank paying-in 
book, along to their accountants once a year. These are the 
traders who are likely to face major problems with the intro- 
duction of VAT next April. 

For their benefit, the stationery division of Spicers Ltd has 
developed a simple recording system which is claimed to ‘iron 
the bu $ out of VAT” and reduce essential record-keeping to 
three sheets of paper -invoice analysis form, weekly account 
and quarterly summary. Known as 'Vat-Log 707', the system 
has been devised in consultation with HM Customs and Excise 
and with retail trade organizations up and down the country, 
and is béing incorporated by the National Federation of Grocers 
into a series of nationwide seminars aimed at preparing their 
members for VAT. 

Among other advantages claimed for ‘Vat-Log 707’ are the 
facility for analysis between different departments or classes of 
trade and for making up accounts either weekly or monthly. 


THE, 907 di d B 
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Minimum sets of forms, including a four-post loose-leaf binder, 
tax ready reckoner and full ‘instructions for use, are available 
from companies within the Spicers stationery division at £4°75. 


Purchase Tax and VAT 


HE Government was pressed, in a recent Parliamentary 
question from Mr P. D. Fry (Lab., Wellingborough), to 
place advertisements ‘which will illustrate both ranges of goods 
and services which are zero-rated or exempt from VAT, and 
those which will bear a lower rate of tax as a result of the ending 
of purchase tax, so that the public may be better informed to 
query any price rises supposedly due to the introduction of 
VAT’.  . 
In a written answer, Mr Terence Higgins, for the Treasury, 
confirmed that information would be available, nearer to the 


-~ date of change-over, about the effects of VAT on many of the 


everyday goods and services bought by ordinary people. He 
declined to estimate the yield from VAT' in 1973—74 in advance 
of the Financial Statement and Budget Report. ` 


VAT and the Small Trader 


AZY book-keeping and inadequate records, it has been 
pointed out before, can cost more money than they are 
likely to save. The advent of VAT, with its machinery for 
recovery of input tax, has added further point to this rule; 
and those traders who do not keep a full set of books, but 
leave their accountants to draw up a set of accounts annually 
from the minimum day-to-day records, are facing real problems. 
Many’ accountants will already have evolved their own 
programmes for indoctrinating the smaller client with the 
machinery of VAT in advance of March 31st. One such 
‘package’, developed by Messrs Taylor & Ireland, of Glasgow, 
is based on a six-page printed leaflet which includes a summary 
of the legal requirements for taxable persons; a pro-forma VAT' 
invoice (with characters drawn from the television ‘Magic 
Roundabout’ series!); specimen entries in the day-books, cash- 
book and nominal ledger; and a VA'T' ready reckoner for amounts 
from fo-or to £5,000. With this leaflet, the firm's clients are 
also sent a copy of the booklet Meet VATman, published by 
the Distributive Industry Training Board, and (for those not 
operating a double entry book-keeping system) a block of 
duplicated forms for recording invoices bearing a VAT input. 
Farmers and other traders who may have zero-rated outputs 
are strongly advised to complete these-forms monthly and 
submit the appropriate VAT form for recovery of input tax. 


Executive Training and Record Keeping 


ACILITIES for VAT instruction at various levels have 
already been offered from several quarters. One of the latest 


. to attract our notice is a two-day course for company executives 
, and professional partners in ‘Planning for VAT’, offered by 


Financial Techniques Ltd ('Fintec) at Brown's Hotel on 
January 23rd and 24th, and to be repeated on February roth 
and 20th. The fee of £60 is inclusive of meals and full docu- 
mentation. l 

An ominous note is struck by MW Marketing Ltd, who 
anticipate (no doubt correctly) that ‘many small traders will 
expect their accountant to complete their quarterly VAT 100 
return’, and whose "I'rader's Account System’ is claimed ‘to 
give practising accountants a standardized approach to the 
increased volume of paperwork soon to be thrust upon them’. 

The TAS system has been devised to meet the needs of 
traders operating on either a ‘cash’ or ‘invoice’ basis, and can be 
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. built up ion R Dadi, or discboak ruled pages; for com- 


pletion of the quarterly form VAT roo, sections can be removed 
from the ring binder without disrupting those parts still in use. 


. Sample sets of the system are available from MW ri 


- Ltd, 67 Park Place, Cardiff, at eos 85 each. 


Arts Council Seminars 


*ONCERNED at the possible impact of VAT on the arts 
and similar bodies, the Arts Council of Great Britain has 


"sponsored a series of one-day seminars in conjunction with the 


MEM 


School of Management Studies in the Polytechnic of Central 


LETTER FROM AMERICA ` 


More Disclosure — 


< From Our New York Correspondent 


p ene put forward recently by the Securities 
and Exchange Commission would represent, if adopted, 
a large forward step in overcoming the incredulity with 
which parts of the American financial community have 
come to regard published accounts. Mr William J. Casey, 
Chairman of the Commission, seems to have good grounds 
for his belief that the proposals are among the most 


important ever propounded by his agency. 


The proposal bearing most directly on the profession 
is that requiring significant accounting policies to be 


. revealed ‘either in the financial statements or as the first 
note’. The latest issue of the American Institute's annual : 


survey of ‘Accounting Trends and Techniques’ indicates 
that, of 600 industrial companies whose stockholder 
reports were examined, only 26 (nearly half of which were 
oil companies) included a discussion of the policies followed. 


Estimated effects 


To give even greater force to the proposed change, the 


"SEC would require a dollar estimate to show the effect 


of a company’s decision to follow different policies for 


. similar kinds of transaction — for example, the valuation 


‘of inventories in various parts of the business, or the 
depreciation of various kinds of fixed asset. 
A. dollar estimate would also be required’ where a 


. company selects accounting policies other than those 


usually adopted by most companies in the same industry. 
Attention has been drawn, in the past in this column, to 


attempts by the Accounting Principles Board (now to be 


superseded by the Financial Accounting Standards Board) 


: to establish an accepted method of treating such con- 


troversial matters as exploratory costs for oil companies 
and instalment payments received by real estate com- 


. panies. Under this SEC proposal, the pressure to follow 


the Board’s lead would be extremely strong. 
Similar pressure would be applied to companies changing 


their accounting methods. A dollar -estimate would be 
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Tondon The stated- m of these seminars are to a 
members of the scope and application of VAT: to consider the . 
effects of the tax on the arts arid allied organizations; and to 


advise members of the most practical and effective way of 


accounting for and managing VAT. 
The first seminar, originally held in London, was over- 


subscribed, and is to be repeated at the. Polytechnic of Central, | 


London on Saturday, January 20th. Other seminars, to the same 
programme, will be held at the University of Manchester on 
January 6th and at University College, Cardiff, on January 13th. 
The cost for.each participant is £5 for the day, and applica- 
tions should be addressed to the Arts Council at 105 HOME 
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required of the impact of any significant change during. 
the last two years —.‘significant’ being defined as affecting 
net total income by at least 5 per cent or a variation in : 
income by more than 25 per cent. This provision would 
go further than APB Opinion No. 20, entitled 'Ac- 
counting Changes’, which conies into effect with annual 
reports for 1972. 

Other proposals would sheet the tax area. The purpose 
here is to throw more light on the differences between the 
amount of income tax due at the standard corporate rate 
(now 48 per cent in the United States) and the amount 
shown as paid in shareholder reports. In view of the 
complexity of the tax structure and the multiplicity of the 
deductions and allowances, it is not in the least surprising 
that such differences can be, and often are, very wide. 
Further disclosure in this area will do nothing to narrow 
them, but may help to' fend off attacks by official critics, 
some of whom have been demanding that income tax 
returns should be embodied in shareholder reports. 


Exhaustive scrutiny 


All these proposals are likely to be subjected to exhaustive 
scrutiny by the financial community before they are put 
into effect. But the prospect seems to be that they will 1n 
large measure be adopted by the SEC, thereafter being 


..applied to shareholder reporting. It is, therefore, un-. 


fortunate that their chief author, Mr Casey, will.not be 
on hand to supervise the details of their application. — 

As part of the Nixon Administration’s wide-ranging 
reshuffle: of official appointments, Mr Casey is shortly to 
relinquish his post as chairman of the SEC and is to be 
sent to the State Department — ‘America’s Siberia’, 
according to the phrase invented by one of New York’s best 


known financial columnists. Mr Casey’s term at the SEC 


has been short but constructive and extremely vigorous. The 
profession is watching with keen interest to see who is picked 
to take the helm of this key American regulatory agency. 
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Risk i in Business Decision 2 | 
by Perek G. Moore. v x te. 2 aM C 
Longman, £495. | | | 


In the post-war development - nE A of quantitative. 
to, management problems, statistical. decision `” 


techniquc 
been the lynch-pin of the approach ‘to decision- 


analysis 
taking und (wort de utbs | 
E po Uncertainty. AE Wore Ene UNANO of Te Daie the constraints of length, the exposition of each technique will 


technique will ensure that all relevant factors are brought into’ 
account| nd that the objectives are clearly defined. In short, 
even:. wi out the mathematical formulation of the problem, 
as an aid to clear ‘thinking and rational decision making, 
istich] decision analysis even in its simplest form is useful. 





this book published in the London. Business School 


Series, Professor Moore has provided a basic introduction to a 
complex subject without undue reliance on. mathematical 
expertise. Thus the earlier chapters are devoted to an exposition 


of the concept of probability and the statistician’s utilization , 
of that 'concept. . Given this background, the reader is then - 


introduced to the concept of the decision tree as a means of 
clarifying complex multi-stage problems. Successive chapters 
then seek to apply the. basic methods -of analysis to a variety 
of realllife situations in which uncertainty predominates. The 
final s 
_ackno 


edgement to Bayes’s theorem. 


the reader who ‘is unhappy with mathematical symbols and 


theoretical concepts. For those familiar with the literature, 


Professor Moore's book'can be compared with Schlaifer's 


Introduction, although for this reviewer the American study i$ a | 
‘little easier for the’ tyro.-On the other hand, Professor Moore - 


has doubtless found that his approach has been comprehensible 
to succéssive classes of graduate students in the London Business 
School. 


For|the mathematically-inclined accountant interested in thi | 


modern - technique, this is a book which, with its numerous 


examp es and many tests for the reader to practise upon, will . 


. h 


certainly satisfy his curiosity. He will also learn a lot, even df 
he has to work at some stages harder than he would wish. . 






nal Tax Records oe x A on 


M 


the ji 


return, the author has onde a series of extended iudi 


poe n the use.of the layouts. and the relevant law. If taxpayers 
ioc eli e persuaded to be as systematic as this, life would be a 
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tion of the book returns to the fundamental problems ' 
of statistical estimation and hypothesis testing, with. suitable 


This s not, let it be clearly stated, an éasy book. It is not for 


ier for accountants, the Bevenuey and: not least, ‘the . 
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by E. J. BROSTER. . 


E Longman, £675. 


The development of quantitative methods and dr application 


‘to business has been particularly rapid-in the last'25 years, 
" and there has’ been no: shortage of texts.on a variety of aspects 
of these techniques. This book, which is handsomely produced- : 
‘by the publishers, is not aimed at the student who has an: 


examination to pass in statistical methods. It is intended to Eo 


serve as what the author describes as a practical guide to those . 
..Statistical techniques which have been found to be of vu use in 


business management. . ‘ 
The author casts his net very widely. over the field, ranging 


‘from regression analysis to price indices; from variable costing 


to trend forecasting ; from the concept and application of decision 
trees to the derivation of price elasticities. The text is always 
readable and apart from an occasional lapse into jargon or 
mathematical symbols, the reader will have little difficulty in 
following the argument or exposition.” ' 

If there is any particular criticism it is that the antics has been 
rather ambitious in his coverage. This has meant .that- within 


probably be insufficient for the reader to be able to apply it in 
his work. On the other hand, if.the book is regarded as an 
introduction to management statistics, then such conciseness is 
probably.a. virtue. i 
Behavioral Patterns.i in Internal Audit . 
Relationships 

Research Committee Report Nó. 17. 


Institute of Taena Auditórs Inc., Winter Park, Florida. 


_ This book constitutes Research Report No. 17 developed under | 
the guidance and direction of the Institute of Internal Auditors 


and covers three. years’ work from inception of the project to 


E publication. of the findings. Some 9r audit managers replied to 


the voluminous questionnaires which provided useful information 
about internal audit practice in régard to ‘auditee’ relationships. 


Other principal sources, of- information were laboratory . 
experiments and field studies. The experiments were undertaken : 
.in the Management Laboratory of the University of South. 
California and covered three different approaches by the auditor - 

moderate, and participative. The field studies . 
based on thesé different approaches were carried out at Monsanto `: 


— ‘hard line’, 
(plant audits) and Agway (retail stores audits) and were further 


tive approach). Conclusions. reached were that. the present 


that unfavourable auditee attitudes limit the auditor’s ability to 


contribute to overall organizational goals, ‘that auditee reactions; . .. 


would improve' by a participative. teamwork relationship 


- (although the extent of such improvement could not be assessed - 


with any certainty) and that the establishment of such pat- 
ticipative teamwork: relationships will mee: to achieve overall 


en goals. 
he, report includes as. exhibits the questionnaires d 
contains selected auditee comments and lists citations and. 


E references to other relevant material: in the behavioral field. ' 


'The report, in setting out the methods used and the results of | 
the research into patterns of behaviour, is therefore diagnostic. 

'The Committee recommends four additional fields for further 
study ~ the practical application of the participative approach 


to auditing, the effect of management action (often beyond the ` 


control of the auditor) following reports, the training of internal 


auditors i in the behavioral field, and the deine y manage- . 


— 


i - EE. 


. developed at Honeywell (on the possible effects of the auditors." - 
personal characteristics on relationships) and at Goodrich . 
` (on the benefits of an intensive indoctrination in the participa-: ` 


~ 


í 


 auditee relationships still reflect basic conflicts and hostility; ^ ` 
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‘ment of the’ ‘condultangy at of the soni of the T 
auditor. Such an additional report, which will be of a therapeutic . 
nature, should be welcomed by both management and auditors. 
Tti ig awaited with interest. 
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`. FINANCE AND COMMERCE 


N discussing ‘the future’ of C. H. Bailey Ltd, the docks, — 
dus esed transport, electrical and engineering group, 
hristopher H. Bailey, the chairman, draws attention to the 
iue of the assets. So do the auditors, Walter Hunter & Co, 


although for another reason. 


Mr Bailey’s reason for directing shareholders’ attention to 5 the ; 


assets is-that the directors are.confident that: with. these aspets 
` group sales’ ‘are still capable of considerable’ improvement’. 

` Walter Hunter, on the other hand, comment that in the absence 
of independent valuations and because of the short period of 


`` trading since the acquisition of assets in two relatively newly 


. acquired subsidiaries, it is not possible to express an opinion 
-ori the directors’ valuations referred to in Note 11 (3) (2) (i1) 
and (iii) on the accounts. ` 

There the matter is allowed to rest. Neither Mr Bailey in his 
statement nor the directors in their report comment on the 


- qualification in the auditors’ i 


Batoras 


| ,Intercompany transfers result from a far-reaching rationaliza- 
. tion scheme between C. H. Bailey and Mountstuart Dry Docks 


Ltd -a Bailey subsidiary — to the extent of 86 per cent, but with 
the equity still separately quoted. Mountstuart Dry Docks is 


in process of becoming the holding company of the Bailey group 


| ship-repairing operating companies. 
Walter Hunter & Co, in the report to: Mountstuart share- 


- holders, comment on Note 8 (c) (ii) to the accounts which : 


refers to a leasehold dry dock being acquired by Mountstuart 


. from C. H. Bailey in October 1971, and being valued by the 


' Mountstuart directors (who are three of the five C. H. Bailey. 


directors) on a going concern basis at £1, 375,000. 'The auditors 


_ are unable to express an opinion on the valuation ‘in the absence 


of an independent valuation and because of the short period of 
trading since acquisition by the company.’ - s 

Putting a value on a dock is a specialist business, more so if 
tlie use of the dock is being changed within the rationalization 


, and oeveiopiiedt: of a group of wide-ranging interests which 


! -* 


ACCOUNTANT. uS MN 


Sait.) Mae z ; ‘ . " D 
t ` * 

- 3 QS ł 

" 


January Lith, 1973 


GUIDE TO SAVING AND " INVESTMENT, dotem dion: by dou. 
' Rowlatt and David Davenport, ix 4-256 pp., 7 X 44. Pan Books, 
5op. 

How To FD our Asout Economics, by S. A. J. Parsons, 
xiv--228 pp., 846. Pergamon, £2:50. 

Tus ACCOUNTS or LIMITED COMPANY CUSTOMERS, third edition, 
by L.,C. Mather, 159 pp., 8$ x6. Waterlow & Sons, L175.: 
"IHE FINANCE ACT. 1972, Its IMPLICATIONS FOR BUSINESS 
STRATEGY, by Stanton Marcus, iv--93 pp., 81 x6. Financial ` 

Techniques, Á1:25. 

CORPORATION TAX REFORM, by W. B. Deadman, F.T.1.1., ACLS., 
and J. P. Dallison, F.C.A., F.T.1.1., 60 PP.» 8i x 6. Farringdon 
Publishing Co, paperback, £1. 

Tug MowTHLY FINANCIAL STATEMENTS, by Frederick Stáples, 


C.P.A., 139 pp., 8$ X6. Counting House Publishing Co, Thiens- 


ville, Wisconsin, '$95:35. E 

SociAL THEORY AND ECONOMIC: CHANGE. edited by Tom Burns 
and S. B. Saul, 104 pp., 8§ x 54. London, Tavistock Publica- 
tions, 73p; New York, Harper & Row. - 


These books may be obtained from, or through, Gee & Co Publisher 
Ltd, e City HUM 151 Strand, London WC2R iJ. 


oe Gr owth of C. H. Bailey 


could have considerable Tm on the use and profitability of 
the assets concerned. 


Union accord 


The Bailey organization has had a difficult time of things inthe. 


ship-repairing and shipbuilding industry in South Wales and, 
as Mr Bailey says, the company suffered all the ills. connected 


- with labour conditions in the industry in their most severe form. 


But that was some years ago and at that time a calculated 
decision was taken that unless labour conditions were modern- 
ized, the ship-repairing side of the business would have to cease. 

Notice given to end old agreements and to introduce:a new 
one resulted in a very long stoppage of work in the 1967-68 
period; Finally, there was agreement on new conditions with 
all the unions concerned and the company is now beginning 
to derive the benefits of patience. 

Mr Bailey, referring to the 'foresight of the many union 
leaders with whom negotiations take place and the understanding . 
shown by their members’, reports that for four years now there : 
has not been one hour's loss of production by strike and every- 


one in the company has derived the satisfaction of witnessing à c 


continually increasing workload. 

This trouble-free period is a record in the ship- -repairing . 
industry in the UK and probably in Europe. It has meant the 
revitalizing of the industry in South Wales. Currently, negotia- 
tions are in progress with all the unions to modernize the existing 
agreement due'for revision by March 31st, 1973. 


Hopes and fears - 


Naturally it is hoped that the new — does not fall foul . 


of the Government's Phase Two legislation: Mr Bailey says 
‘ours has, been a genuine productivity agreement, highly 
successful, with increasingly profitable results, high ` earnings 
for our employees and without one hour’s loss of production in 
four years. We cannot let down our friends, our employees and - 
their union representatives with all of whom we are committed 


‘to have a modernized agreement from March d 1973, and I 
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Prospects 
more favourable - 


Salient figures from consolidated accounts .. m um 2 xS 
Year ended 30th September er | 7 > 1972 : “1971 





Sales to third parties ........ esses huh, Sateen: .£142,307,000. ......£132,071,000 
Direct exportsfrom UK .... MONS TUM P" 24,433,000 ...... 23,233,000 . 
Trading profit ..... ToC 13,880,000 ...... ^. 13,536,000 y 
Profit before taxation .......... ere: ae ~... 16,373,000 ..... -- 45,010,000 | > 
Profit after taxation ....:..... EEES PONE . 10,342,000 ...... 8,863,000 ` 
Retained in the business........... : Lanan 3,388,000 ...... . 1,458,000 

. Netassets "gene MPO M em CREDE 4... 135,934,000 ...... 133, 642,000 


_ NOTE: The FEROUN ts of Rhodesian subsidiaries are excluded 


Dividend: intérim and final dividends totalling 10. 75p per stock unit equalling the total of the 
dividend paid last year 





The Annual General Meeting will Es NEI: at 36 ME Street, Manchester on ist February 


vem TURNER 
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Points from the Statement by the Chairman, Mr R M Bateman 





A 





. z. in the United Kingdom 
"Demand for our products is increasing as industrial investment gáthers pace. 
Our plants appear likely to operáte at closer to full capacity.. 


.... Overseas - | | 
"The prospects for our manufacturing Operations are by no means it 
unfavourable, but there must be unera about the EaR ofour  - EE. 


mining. operations.' ZEN - B B 


....-associated companies . . | | ! i 4 
“The outlook for profits of our associated companies and dividends from our C E 
trading investments is encouraging." | | 


"Adding all these elements together, I hope that: we shall see some further | 
increase in total profit before tax for. the year to 30th September 1 973." . ; 


TAC Construction Materials Ltd - TBA Industrial Products Ltd * Ferodo Ltd * Newalls Insulation Co Ltd 
British Industrial Plastics Ltd * Engineering Components Ltd * Turners Asbestos Fibres Ltd i 
Raybestos- Belaco Ltd* Turners Asbestos Cement (NI) Ltd and 21 overseas mining, 
manufacturing and: marketing companies ' 


any a ADNOT. p e, 2.04 - poU à = - p~ ofa cee THR he leet E] LE Su ` 
x 


h a 
+ 2. P LA a 
=», ©oa ~ z i + 1 
. * y 
r ^ - . 4 id . Fy = * Ff 1 E EZ + * 
à 1 i - : E N om k 7 , : ; 
x H € = "ug a + .-? *os r t * í * 
H ` x ^ & s a e T 
* » i E te y Att s. + >» 12 E 2i 

* T. * * 1 = ? * es * T 4 ^ 5 £ dai =. : a tit -TO 3 e 
: M aio ie NOUS pira 5 : (oed S OE. nuary , 197 
-» r n 1s 2i. DP i ` a a s. 08.00 * - 1 - ~ 7 
way n 1 , ex x + 4 " m e- T "e ` ` 
L `~ : Eg L "^ z ^4 ac ie, . "4 P 

- - . E 1 
] LI m is M ; T s ` - saat 5 * a * 

. * , , 1 
, 


t 

| i i l | | | i | | AND AUDITORS LIMITED - 4 | | | | | l ve | 
i E A s d 

= , | r . l ES : ; e - S 





"E x | MN on TE : | 
ELO PR NM LO “Established 1923 
ri "Assotiateshib membership i is.open to ihose who have bien ece in passing the prescribed examinations E > 
and who died in addition not less. than ave: years: approved accountancy oxporionge; : 2 i i 
go a EN A 


' Licentiate membership is available! to persons not less than, 25 years of age who have had a minimum n of | A 
', seven years approved accountancy Experignes: Graduation to Associateship is by examination. : ij 


r 


Studeni membership i is open to’ those who can tutiish the, Council with evidence ofa good general education. 


" i A 


| A syllabus containing the Objects d Oualif cations for. Membership a and particular regarding the exami: i HE 
nations can Be aptam" from thé Secretary; ab cune eo NIU eee 
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PE ee ee STAMFORD HOUSE, LONDON W4 1TP 


' Many hundreds of accountants boys found the right iB 
through this useful service. Our information. centre (near 
' Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are:always available ‘to. discuss- 
your requirements and to offer expert advice. et 


re E | Frgusrs OF vacancies 


l ' - will be posted to you or you can dropi in and - without any 
zie e " form-filling - study the classified registers. Over 500 vacancies 
` ous advantages: EE h fo p U, fn overseas offer you me widest choice: Ring 
: ^ evant Eri 
. : Capital is released from id x , D E mE 
estate. duty . liability in- , . Public Práctice: L. Kelleher, 01-628 4550 Sat S 
: ‘stantly.-Termly payments L|] More than 300. Professional firms: ‘utilize our services in 
are. free. of income tax, . engagement of all grades of staff from: Articled Clerks | 
surtax and capital gains m _ to Partners. Salaries: NM inca up to, 
A. capital sum of . ' tax. Under this Schemie E £10,000. - . 
£2,229 will produce ^ (open to parents, grand- M ^ |. | ^ Commerce and Tadàstry: R, Thornhill, 01-628 8860. x 
fees of £750,a year' ., parents and others) fees d `- Vacancies cover the whole range from Trainee to Financial. 
o 5 ii starting in eim taken care of well , 8 : Director. Salaries: up to £7,000+. ` a, 
_10 years time.. :  -inadyance.. .. ` LE 
Saving; £1,521:- ; Full details: an | request. "Temporary Staff: M. ‘Farrer, 01-628: 0391. 
» B , Terms are better than ‘is usual for temporary assignments. 


EMPLOYERS: Our register of candidates lists hundreds of | 

" accountants we have interviewed in depth, and perhaps one ' 
' of them is the man you seek. To find out ring me now and | 

I m let you Eno. within the hour. 

: x Thornhill, 01-628 8869 
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hope the Government will make sure that any new legislation 
will encourage our type of agreement’. 

There must be many who will be roo per cent with Mr 
Bailey's hopes and also roo per cent in sharing his obvious, if 
unstated, doubts. One object of the union talks, incidentally, i 18 
the appointment of employee directors, and another a con- 
structive productivity agreement based on a shorter working 
week. 

For the last ten years the Bailey organization has been one of 
the very few ship-repairers in the UK not in a development área 
and hàs been the only ship-repairer in the countty not to have 
any Admiralty business. The ship-repairing side of the group 
‘has learnt the hard way to stand on its own two feet — and as a 
result is now one of the most effective ship-repairers in Europe’. 


Dominating 


The extent to which ship-repairing and attendant engineering 


dominates the group is shown in the following detail of sales 
and profits.for the past two years: 











Sales Group Profit before 
Taxation 
1972 1971 1972 1971 
£ £ É £ 

Ship-repalring: Engineering a and Sn . 6,191,856 3,865,533 499,192 196,613 

Electrical Contracting.. - 385,864 262,015 58,551 ,045 

Haulage and Plant Hire 258,253 325,614 12,816 19,014 

i B 6,835,973 4,453,162 £570,559 . £238,672 
Less Inter Group Sales 806,491 608,351 


t 
1 
i 


£6,029,482 £3,844,811 








In contrast to the company’s encouraging experience in ship- 
repairing in the UK is the impasse over the Malta operation. 


This stems from an original attempt by Bailey to make some- . 


thing of the former Naval dockyard. The affair has now been 
dragging on for ten years. 


Note 1 (a) to the accounts is a repetition of paragraphs in the - 


directors’ report. Mr Bailey merely comments that. it is not yet 
possible to say anything definite about the final result of the 
investment in Malta and expresses the hope that the action by 
the company against the Attorney-General ‘may be accelerated 
soon or that; the settlement talks will produce some satisfactory 


results’. ! 


| 
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Trafalgar House 
S conglornerates become more conglomerate it is interesting 
to see the attempts at company descriptions that have to 
be made by the financial press. Assuming there are readers who 
have never heard of Mr Nigel Broackes and Trafalgar House. 
Investments, how does the writer introduce Trafalgar House in 
a succinct word or two. 

The Trafalgar House consolidated revenue account provides 
the year's net; revenue of £1716 million before interest and tax 
in terms of property and investment income, contracting, civil ` 
and specialist; engineering, householding — including profit on 
land sales, shipping and hotels and, finally, industrial and 
general activities. Even an attempt at description must be 
inadequate if it leaves out some of the subsidiary ‘names’ such 
as Trollope & Colls and Cunard. 

Nor is the problem likely to be eased. Mr Broackes ndas 
that further broadening of the group is contemplated, Several 
present activities are now at or near optimum size for manage- 
ment purposes and consequently, says Mr Broackes, ‘we are 
looking further afield with the intention of adding substantially 
to the international nature of our business and also (but not 
necessarily at the same time) to acquiring further considerable 
sources of UK profits. — 

But Mr Broackes, having outlined the expansion policy, 
points out that''in no circumstances should these objectives be 
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confused with those of a purely "financial conglomerate" 
approach — throughout our history we have concentrated our 
financial capabilities on situations which we judged would 
benefit from our management, and that theme continues. 
Shareholders will have noticed that we improve and develop 


the businesses which join us, we do not break them up. This 


topic is.of considerable contemporary interest, whilst the 
Government develop new policies with regard to mergers and 
monopolies.’ 


Cope Allman International 


NOTHER company chairman careful about conglomerates 

is Mr Leonard Matchan, F.c.c.a., of Cope Allman 
International, who comments in his annual review that ‘on a 
number of occasions I have been told that the group suffers from 
the “conglomerate” tag’. This appears to Mr Matchan to be 
unmerited because it is-due to the product spread and the fact 
that the group operates in several economies that it has been 
able to show improved results and a much strengthened balance 
sheet each successive year. 

Packaging (particularly cosmetic containers and aerosol 
valves) engineering, fashion and amusement machines make up 
Cope Allman's business in the United Kingdom, Continental 
Europe and Australia. The 1972 and 1971 sales and profit 
break-down by products and geographically i is shown in the 
directors' report as follows: 

3 Analysis of Turnover and Profit a 








(a) By Major Product Divisions 1972 1971 
Group Group 
Operating 3 Operating 
Sales Profit * Sales Profit 
£000 £000 f 
Packaging 34,425 2,600 29,675 2,428 
Engineering 11,759 470 11,421 658 
Fashion 11,226 842 10,088 551 
Amusement Machines 7,379 969 5,975 563 
Miscellaneous 2,337 218 2,804 248 
67,126 5,099 59.963 4,448 
*After allocation of Bank Interest and Central Group Expenses. 
(b) Geographically £000 
United Kingdom: 
Home 42. 905 
Export 4,766 
i 47,671 2,940 43,230 2,372 
Europe 13,578 1,483 10,892 1,282 
Australis 5,877 676 5,841 794 
67,126 5,099 59,963 4,448 





The mix of industries and territories has proved able to 
withstand the strains imposed by various industrial and terri- 
torial problems. Fortunately it has not happened that all 
territories and products have suffered together, but equally 
there has not been a year when all activities progressed simul- 
taneously. 

Risking the wrath of the gods Mr Matchan says: ‘1973 looks 
as though it could be just such a year because our businesses in 
the United Kingdom, Continental.Europe and Australia are all 
budgeting for increased turnover and profitability and I have 
high hopes that, providing there are no unforeseen setbacks, we 
shall establish new records’. 


Ranks Hovis McDougall 


p IT for the year before taxation increased by £6,369,000 

to 23,930,000 compared with the previous year and external 
sales rose in value by £34 million to £441 million, shareholders 
in Ranks Hovis McDougall are told in the first paragraph of 
the chairman's statement accompanying the 1971—72 accounts. 


"Ihe chairman then goes on to report, by divisions, on RHM- 


Bakeries, RHM Flour Mills, RHM Foods, RHM Agriculture, 
other UK trade interests, RHM Overseas, and so on. 
But only in the broadest of broad terms is there any in- 
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“7 divisions and operations: There is, in: the directors" report, a and. the füriction of the’: ‘executive’ directors’ is stated. alongside - n 
breakdown: of ‘tufnover and: ‘profit geographically^i in terms of. their names with’ the‘ ‘exception, oddly; « of Mr. Christopher; Gon 
Re United: Kingdom, European- countries and: other countries, but Moira,-F.c,a., who has no description. Hé is not ‘group finance ~. ; 
this is not wildly informative since turnover is shown gross to director’. because’ that position is held, by. Mr Malcolm S... 
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ARA 886,000 in the UK. executive: directors and,. in splendid ‘isolation, the ‘chairman,’ - z 
"i The différence. of Lbo million in the external and: gross Mr Henry. Moore, ‘whio i js also. shown to bé a. director of] Hill d 
turnover figures is accounted for by 'sales within. the group for .. Samuel Group, chairman: of ‘Staveley: Industries and a director +. P 
z;further processing’. This extent of internal trading may:make of. Stoné-Platt Industries." Associated . Engineering’ 8: deputy... 
xi the: provision ‘of divisional turnover and prot figures amene chairmian, Mr Joseph 'Edwárds, is 4 director of British Printing ^: 
but: cs not impossible. - Pr o em | ' Corporation and of Joseph Lucas (Industries). ‘The other three ^ ^ 
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pr ME: Pudor ae ial C 1085 2e th. CA, and Mr Joseph. Wright are respectively managing director > ` 
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$55. Y FEAT the itor of. a conipany., do either inside: the . “clearly the “directorships . held. by ‘the chairman ‘and. nop- :. 
SON company, or outside it 13 not ‘always made as clear. as it^ executive directors.’ But Associated “Engineering | ‘always . has: Ta 
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; PREND may; ‘Hot be: shone’ (Or: obvious in ihe: equity e 
4d o£ the Stock-market So far ‘as*the share index is‘concernéd, ` 
“but. there’ i$. no. doubting | the trend’ of. business - over the past: 
itwo. ‘and three. years.. In. the ;past two. years, équity türnovér;on; 
iithe:Londom market:has been a record £20; 066 million for 19725." 
“cand: & previous } ‘record £13377, millon.fori97I. oS 
? ""The:bulk of ‘this ‘vast ‘expansion. has: come: during the period. 

“SOF the sháke out from ‘the: 1968-69, double. peak; and the corise- : 

quent recovery. and slow. climb, tothe new peak of last: Mays. T 
4 - "There: is:no doubt-that much" óf the expansion; in . equity: ` 

+ business, has to: do (with the. changed character of thé market.’ 


i. RE toin investmént;-character ‘has changed ‘to: dealing. The: era 


$ Fr the era of the massive take-over operation and attendant and: 
equally massive share dealings; have. -brought a new, dimension - 
"to:business in equities. ^:.7 ^ " 
37; Establishment and’ operation: lof tihvéstment: venice. oo 
"panies, almost. entirely. concerned with large-scale stocksmarket 
‘operating, ig ‘another part of the change i in stock-market character. 
;,In'terms of money. Supply. and inflationary: pressure how. much: 


E both has ,béen created by, Soc iake dealing. forges, ` IM di 
»l TAR r II y T a Ww 7 x "T 4 oe ux rie CO M « ae : ut E - Ed AEN ' 
ee js 7 sy Sn PS SUE ba. ters vast sey 
wc i P. " ". SUM at aa 
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"HE fing. of dans bank: Bae rates: to the level dictated 
':by the 9 per cent new.style bank rate, has been accompanied : 
"by something more than indications that the banks are a shade, 
: afearful-of having overlent: on consumer and speculative: accotint, * 
‘ahd of being tight „for furids - if^ industrial demand for: bu. 
“money, develops. later-in the “year. Lending for property opera 
“tions ‘and’ stock-market dealing is.’ being well. and: truly pulled. 
Back, and it is: ‘probably. fortunate. for the banks.to a degree. that’ 


"private customer ‘consumer? ‘spending: demand for credit is ' 


Y showing signs -of exhaustion, Itis: “suggested, even, that: the ` 
banks in lending so freely’ on. spéculative an personal accourit:. 
| “have lent: themselves into a Cul de sac, from wÈ ich they: can only ` 
*jeave on iine retreat. On ‘the other; hand, the. new Jnoney wo 
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pd also. “the \Gatblished f AR companies Weill Beyable. to”, 
‘continue: to operate: and take the’ business that: the banks may ` 
Row have to turn-away.- The finance. houses, and the traditional ` 
_hire:purchiase finance. concerns . are: “operating ` ‘in-“the~ same ` 
_ squeezes situation as. the. banks :but are” operating. for’ the fist. 


* time. under’ such conditions without. government ordered, hires" 


- purchase'contiols. .,. ee ee ee a ; 
por d - ral 4 WEM t E 
E xs i LN E "a tn 1 * tee E l Eo i " eg t Pot Ux Suh Í 
. ee k E TE è ^" r - E R p g ! me E = D. E. 
INi increasing their: Bu ‘rates, the banks ees ‘the hopé;: » - 
rather tkan the belief, that 8y per cent base rates would mark, 


tlie top. töf the interest rate'fise.. That’ must,’ perforce; be ary BS 


“of: the asset stripper and the "so-called. wheeler. dealer; as welk.. : hope.all-the time thé outcome of Phage’ Two talks between the” 


"Government, the CBI ‘and the TUC is unknown: - Ifthe," x 

::Government gets nó: more :co-operation: with; Phase-"T'wo than‘, 

it did-from' the: trade: unions with Phase One, ‘then .84 per cent ^ 2 m 

base: Tates and 9:per cent Bank rate: may. not ‘necessarily prove; d 
peaks; But it is noticeable, all the, ‘same, that 9;per.cent Bank raté... 

did. not immediately. lead to 16° per cent yields ; on: "undated: | ; 

government, stocks. ‘Theré was a’ ‘tendency for support to come: 

into the -undated and. long-dated sectors: tof ` the., ;gilt-edged. - 


$ matket ‘when: yields, approached: 10. per: cent.: It remains to: be* oe 


"seen whether such support: like the: banks’ base’ rate” comment. 
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“was” s based on hope: ‘OY belief. M cet du ao en 
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YELATIONSHIPS "decet de institutiðhs’ "Ando TM a 
companies in which. they: invest-have- Been entirely. altered’. 
"y the. Distillers’ case; -Haying ` fought’ shy ‘of. interfering. when: Pu 
companies ' appear, managerially.. "wrong; the. institutions i~. or^ «.- 
some of: them = “have been far-from shy in: interfering:i in: What 
, they. ‘presumably, consider `tó "be ‘morally’ wrong. ‘Distillers’. $ : 
may bean, ‘extreme: case, but’ extreme cases- set. précédents: : i 
Becoming : a: ' public: company and „Winning. the inyestment 
_ support of the. institutions may. now be less òf. a glistening goal". 
to. the , owners. of growing private "businesses. The 1 esponsiy c xt. 
bilities of public i companies are much increased fiom DOW.On.: i^. 


2 X. C M a T Ae Ss ania DUE "EN Fe, ra ine Du. PAN Wa nt ee : : se” AN i . MN 3* x + s E dust ! v : 2 K i pA Tag DOM r d 
ma in 22M del en a : ett - = E s d P M xs As E CRM A Se 2 n ae me a (qr op E EE DEW 
D 1 ". m eee P. CUN eee est * ah ee D 4 e ve Nee ss TT CREE ^ i usen 9 49 
en ; . ` > s p "d M 4, V ^, ! i , . » 2 pel ba Lt ids . try In rere SEP 
a E ; RATES. AND: PRICES | nu utu p a 
ar i p POT S E ^ 2L pe T MOS iy vi Mate d V ít i M. t 
at 5t 7 S v aa ot b VH SV uU Spa tates C it A iE Penn er s dus RUE 
D igi Ni ^ A C ( Closing: prices; Tei, January, 9th; 1973. V po VUE se E. OU MEL E MENT 
^ 5 PS "E ` PAREN ELM 2 E ur Ao an mere gaye 
xo^ 7 2M Ae M 
“Bank of gland Minimuni Lending Rate Dun. sib 39 PE e -7 Financo House Base Raté - - Jaridary pt 3973 aim” m 
UN - : we, SG b rs eS Ot i EN dee pi : oe 
ee ie act Ears qv QE ur err’ go ae ae “Retail Price: Index (16; 1: $a roo) 16 » 14: 1i. 72 (fom 168. 2. Her 
BS zu C s a gi iau Bills " a n EN. a icr ne 7x a See any 
aw t, y Q EE 
A% Nov: 3 = * £6: ‘8 38%. Dec. 8. Jy. dnt a "Tax Reserve Cértiflcates (5; I; zm Personal ns. dcs 
x Nov. 1o us > £6 882852 ^ .. Dec. 15", wc e l a 7 pes aed ceric anp langer; ‘on. ;offer).:- 7 Or zi ES ae , l d 
“Noy; ig ..16:855895-. | Dec. 22. e - ate 435676 -. ie ! nS EUM RU E MT 
5 ‘Nov. 24 E . £6: WE ..Dec. 29 .: D £83088% ~ "god i N "Foreign Exéhanges ML NU "M 
, Dec. I fees AT 149076 E "Jan. 5 i p Se 2737 d CNew Yo. "T a 2:3809 Frankfurt’ "eo Selon "1"S400, iia 
Wer E a Bee SESS AUR UD Montreal, s. 27.20.00 gags Milan’ we 137790 Fp 
- DC. t tee AS evt x f n d : as e. * F O i + : ver et tie = * 1 - T$. 
br fue ` se ie Wu. E a -Amster am. :,... Uoc 75925.- Oslo. ; "an 15:5100«7 
* vt . ity Ré "m , . E "Mél Rates ~ A Y? de E - Brussels \' fau ee Cue KCN Paria: OR ae ee e, 11-9675" 


Bank Bills. 
"2 ions 
"^3 months", 


$ ee 


848 
$28 


aes 


i E 8 x. 
‘Fine "Trade. Bills - Puce sein cg F- of 
BABE Ao 
'8 # 


CAP T 


iS PM 

A - 

"Zürich © NM i 
ES eas Lre 
P z MM. um 
f. a 

- n * . - 
n x A * » vor wa hat CE e 
. ` + as 4 - 3» 
$ f - rS . > 3. a 7a f m'e t 
Er | Gilt-edged." OPERI ECT To 
^ 4 ^ ^ » m» 

Es r . E iod EI 


CER KS 2 0 i aaa NOS d pU i E ` 
T 3 montha >> zi $ E dumm. f H R. Cooke 49 Moar d ios p Treasury g 1994: Ue 95% To 
5M. ae res Gis WR mon 0, Consola2496^ pv. ^": ieee Dréasury 85% 84-8697. — 7944, 55 

2 months . e: 9i 19176 ` e 2 ; gs a. —— -Conversion 3195 6 ee. 03667 - Treasury 8196 387-90. E . c2 89k LE 

Doc Mc Ir cL vC ip. fe " uo Rat Conversion 5195 1974 . ', 962^ "Treasury. 64% 1976) ga SM, 
aa ae babgeca mes 5 y o j en ee o, ES [T å h P A^ Uv 
De m LER ee r 2 "pO Three Months Rates x Nie i CER oe i Funding 3196 99-04 XP 43i "Treasury 34% 77 8 Ct z 75k Du 
e Tye a D no PTT po (7^. Funding 5296 78-80 2 . Treadury 34% 79-81 5b 
RAE ‘Local authority deposits.. EEEE 8E —9 "E „Funding 54% 82-84 `- ww wor "Treasury 596. 86-8 39 + .067 JM 
De Local authority. bohds. : m Qon JB. EIS ne ". Funding 54% 87-91 ue vo o$. Treasury 54% o8-12 ... Gok A 
MOSS Sterling” deposit certificates. OE 91k—9 te : P , Fuhiding:696 1993" 21s fj; "Treasury -24% i" hos s. De. "265. r, 
ER A Euro!sterling deposits ^ ... — *.. Otros | ~. Funding.6¢% 85-87. f+ Victory 4%) ss Ro. OBE uA 
t^ TNT EM: dollar apon D UAE uuo T m : ‘Sk —i. : ee 3% YU. Ere ^ EN. , : War -Loan 34% or is oe vus 364 2 RS 

TOR E Mu E MN ate G ` . NE E sco E DEI M X ow t ha 

E s ee ce: Tx UN GA da uH UE CN M MR ep a d "up qu Er CHER RAS nc MR ae 
m IM ~ er up UM uetos ac ud UT 220 Et 5 4 P pog c 










r, er x mM Bowe > E x M 4 MAD E a" m m 
CENT ta STOLE PN Cow cs ARR cr ata JC ie por. PERE, VUA ET coa ux 
Jan APT MOI A 9 DT e . * z y qc 
. > cta "^ E EAS 41 my a - x 
r - r wee a 1 ai. int 1 * oe pu RE r 1 
- roo uu Or EAE ars WE dM COMPE ER RE ER a CHE í E ne? uA "TE . 
h VEU LAM AO ane" Not o c 
r val kot h tos b PE + = ved p e. n . 9 TOM r 
It 3 1973 ^ - fu them, EA p tuo t . h d "ou us TON CM NE oe EN F 
x 4 yo ig E 5 SE Macte d P cra NA ra px 4 oe ie 
m ` ue ; ^ M E H - t II" Tj \ : * x -. 
2 » i À z =, i seti Tae rm fwè eee NES " i P e ceee $ 5 OA A as. 
FU i PE NP Nod s ee ee 
! i ` 





n 


A Im. "the. Silent: majority’: but snow ‘give. constructive: ieidership. 
25M s = They: agree that industry needs to makea fair profit and each. ^ 
Peg. has :madeza’ ‘significant’ contribution. to. productivity. "They want- 
i to: 8eé; ‘selfishness. and: injustice . made redundant. at- all levels , 
.."| y arid, -believe that. the accountant | ‘has’ the training and Skill to A 

bring’ ‘this about... 0... 

Decision-making. i 18 ‘partot oür duly xot and it i is dicas that 
‘| We cannot expect to sée a shift in the serious industrial situation ^ 

in the. country if we remain on the side-lines. For me it meant. a. 

- practical: decision to become involved — intime, effort and con-° - 
UY troversy:: I believe that there is no profession better equipped’. 
|,°;to_close- the, gap between ‘management and labour, and manys - 
U = accountants: have. far-reaching links with. industry. Amongst us 
:j; are-the men able to take the. necessary action in our critical - 
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4 bus 3 . p- dac MIT - industries. As we give persistent thought | to tlie ‘problem we 

eal Sue. ee. 2e ode ; Us V es EL : could create an avalanche of initiative affecting many situations.” 

DE xx mo Gactesr NN, QE OUS dlc dec dp  Sucli?an, involvement ‘offers-a challeriging and history-making 
ipe K Des E Re oo task calling a the best from the whole accountancy profession: bi 
The nis of Accountants. ` Vocum gc a a or a e o... Yours faithfully, ~- c a v 
SR, — As we enter 1973. and the European Community, hopes, ex LóndoniSEB3.. p? DONALD EMBLETON, F. c. C. A: 3 
are high for the new year. Certainly. the opportunities for. GCOS cu a aa ie uet 23 3 
. nomic growth.aré.immense. Yet we know that these will depend’ uM c "E Rw ae ie T ip. Pos T 
on how e meet the outstanding finished business from. the old : Box P us » 

‘ year ‘how do we bridge the gap between management and labour Disclosure e of Accounting Policies ` 6 


inate ‘the damaging overhead of conflict’ and deadlock - : $ir,.— We shall shortly ‘be ‘seeing’ some of the. first accounts- 
; how can we mobilize unselfish men of skill-aüd/^- which have to comply with SSAP.2 on disclosüre ‘of accounting ` 

, courage rom both sides in an effective partnership? — ME policies [The Accountant, ; ‘November : 4th, 1971].: While. a. 
` Obviously, the answer to these questions will only be found . REI of ‘companies "have issued accounts in recent miontlis `, 

; through the thought and action of men who care about.the nation ` which appear to. comply with the new standard, there‘must still " 


cin áll'se tors of life — the. shop floor; board room, civil service, |  rernain ‘some doubt as to’ whether all :the- implications of the-. 


| 





home and Parliament. But what role càn the accountant play. . standard; S requitements have been fully understood. oe 
^ whether! in practice or ‘as an exécutive in business? It is: a fact © © For example, is it or is it.not-necessary to make provision for ` d 
„that ind stry and commerce rely on our ihtegrity in repotting - ' deferred: maintenance of plant and buildings in order to comply . Be 
the past} a and our skillin planning the future; .-  : f .; with the fundamental:accóunting concepts? Under the. going ` E 

""Thej xposure draftof the new examination syllabus of The | concern cóncept, it must bé assumed that thé business, will’ '. * 


"Association of: Certified. Accountants ` [The Accouritant, March: continue, ‘for the foreseeable future’: Presumably it will need - 






- 2nd, 1072]: ‘contains some timely new thinking:ii its introduc- © well-maintained plant. arid: buildings for this purpose. If such“. ^£ 
tion. SĮ g about the accountant of the future, it says In“, maintenance is well behind’ schedule, does not the going’ con- A 
Corder tòjmake a positive contribution to the enterprise. of which. - “cern concept require that provision ‘should ‘be made for such’, +4) 
“heis a member, he must be a planner. He must be inanagerially `- - maintenance, or the fact that it has not, been made disclosed i ina .. “4 
-oriéntate and appreciate, too, that, whilst finance is essential . note? . ; pum ae 
‘to the-operation of any enterprise, the resource that really: thakes The. aderat concept ain to o: the. matching of mc d M 
the. difference ina competitive. situation is people: . |} ; and income; If the maintenance programme is behind schedule - ` T 
Does | not, this point. to: the. role which, we can "play? “ine. because. of a high level.of activity ld giving rise.to à 5. A 
‘fundamental crisis is ‘one’ of. lack of, trust "which. hardens - high. income), surely a provision. for .deferred maintenance iS..." E 
‘the us'/and ‘they’ attitudes where neither ‘side į fives. way and’ the: . ,necessary^in order to’ match expenditure with income; The” i 
,economy suffers.. Experience has shown’ that.tfuüst- cannot. be - “overriding pruderice concept, merely reinforces this argument.” i7. 
legislated nor produced on paper; it: has to be sparked alive ina ^ On the, other hand, as recently as ‘November 1971, Lord. . Dee 
-personis heart. , We are also having to face the fact that world. “Justice Buckley declared that no expenses could be incurred on - E 
events, | a$ well as. national Ones, are-constantly affecting prices; ` repáirs, or-could. accurately be said to have. accrued, until the: | Z 
markets and confidence — and the resultsof the companies with ‘repairs had been carried out (Odeon Associated Companies Ltd v. 3d 
"which | we are- -concerned. J£ our planning i is to. be effective, it: genes. The Accountant, December. and, 1971). He was upholding . t 
. must tàke'intó account these world ideological: factors and: we`“. the opinión of Sir ‘John Pennycuick who, in a lower. Court? n4 
` need: Airgeritly . to add. to our skills an understanding of 'ilíese; ^ :declared" that such | was. the practice ^in accordancé, with, the ` "s 
. matters But how do we.do this; where are; the reference: books." ‘normal-principles of. commercial. accountancy’ [49 ATC 315; ! 


i ee 
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ind wh are the men: who can speak with- pertenece, dn this - 5 an Accountant, November 11th, 1971]: ^. - ts 
“field? ] Sees ea s Je oF As an auditor; I haye found ‘it extremely difficult to evaluate zi 

. My ow! i oi is me we can learn much from’ menon the 7 ' provisions; established: for deferred maintenance.. Often, when. ` > 
shop floor whose basic attitudes and thinking have been.changed >, such: provisions are made, they are sheer guesses and. certainly., ` m 
by thelitipact of-a ‘big enough challenge; meri who have found’ ‘do not bear the: professional opinion of a sutveyor qualified in-' 
,aums for their Job. and industry, which go- béyond thé: “next > . such; matters. As auditor, I breathe a'sigh.of relief if a client” = R 
pay-packet, important though this.is, and who accept: resporiBi- ‘= does? "not; have such à provision; if he does; I do ‘my best to ` 
bility foi "ending the deadlock i ih. Britain, have- bm to: say: dissüade: him on the grounds.that such is not accepted practice. `, 
"which e ought-to hear. - dd We ~a. Yet there are industries where it is accepted practice tò- make ^. 

DJ ‘have ' met ‘militant, s T trade” ‘unionists who found ` “provision | for maintenance. One example that comes to. mind is. 
,new at itudes at the MRA: Conference in Caux, Switzerland: ; the shipping industry, where Pon is made each year for the °, 
men. f m the- docks, building. trade, engineering and. motor ` major cost of ship-overhauls. ^' . E ^y 
Gin who have been: ‘Part of the: noto dedii. l No, doubt there a are; many different’ views on pus topic. The, pe 
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"experts will, no ! doubt, say that the company' s accounting 
policy in this matter ought to be disclosed, but does this mean 


that companies who have not provided for deferred maintenance ' 


should disclose that fact, or only those who have? 
Yours faithfully, 


] 5 ROBIN HOOD. 
Name and address supplied.” | 


‘Unit Trusts and the Reticent DoT] ” 


“Sir, ~ Let me assure Mr D. J. Allen (January 4th issue) that I 
am not antagonistic towards unit trusts. I welcome the interest of 
the ‘small saver’ in seeking to avoid the sort of deal which those 
who subscribed for War Loan or Daltons have had. I prefer 


that his money should go into a unit trust rather than into his 


own selection of the blue chip solid core of British industry ~ 
- which could well have.landed him over the past decade with a 
portfolio consisting of Rolls-Royce, British Leyland, Vickers, 
. Alfred Herbert, Lines Brothers, Albright and Wilson, Woolworth 
and GKN, with a few glamour shares like Royston Industries, 
“Mr Allen’s rather pathetic plea for the managers’ purse needs 
' to be compared with the established practice of some well- 
known names. He will find: excellent records of price and 
distributions in half-yearly reports from Save and Prosper and 
Barclays Unicorn. In contrast, let me give some examples of the 
ways in which some other managers have reported. 
In a half-yearly report the chairman stated that the dis- 
tribution for the period ‘shows a rise’, being 1:355 pence per 
unit compared with 1-143 pence per unit ‘last time’. The ‘last 
time’ meant the immediately preceding half-year. Compared 


with the corresponding preceding half-year the distribution . 


represented a fall of 17 per cent. The income of this fund has in 
` fact been in a downward trend for six consecutive years but one 
- has to do one’s own research to know this. 

Again, in a half-yearly report the chairman of another unit 
‘trust compared the current distribution of o-7 pence per unit 
with that of o:9 pence for the preceding half-year. A fall of 
22 per cent is substantial enough, but when the comparison is 
made with.the corresponding preceding half-year which was 
13 pence the fall is a shattering 45 per cent. 

Of all ‘equity’ investors, those who buy units in unit trusts 
are probably the least knowledgeable on financial matters and 
stock-market risks. T'heir purchase money is likely to come from 
bank or savings accounts or building society accounts. It is 
vital that they should know what they are doing and accordingly 
they should be given all relevant facts before they invest and 
` while they hold the investment. This class of investor ought not 
to be assumed to know that a unit trust may be standing below 
“its original issue. price, even though the managers may be 
"currently bellowing about its performance relative to the 

Financial Times Index for a chosen period. 


Yours faithfully, 


` Warlingham, Surrey. F. M. WILKINSON. 


Taxation on Compulsory Acquisition 
SIR, — We refer to the article in your issue of December 21st, 
1972, "laxation on Compulsory Acquisition, 
‘obliged if you will be good enough to let us know the parties 
engaged in the case when the statement on behalf of the Board 
of Inland Revenue was made by the District Valuer in aen 


Yours faithfully, m 
i COLLIER & MADGE, 
London EC4. Chartered Surveyors. 


[The case in question was Batok Chater & Sons Ltd v. 
Chelmsford Borough Council. — Eprror.] i 


ACCOUNTANT | 


and shall be. 


- 


January 11th, 1973: 


Taxation 


Cases 





Fall v. Hitchen 

In the High Court of Tustice -— Division) 
November 3oth, 1972 

(Before the Vice-Chancellor Sir JOHN PENNYCUICK) 


Income tax — Professional dancer — Engagement to dance where 
requtred by manager of trust — Weekly payment — Permission to 
accept outside work when not required — Whether taxpayer in 
employment or carrying on a professton — HORE: and Corporation, 
Tax Act 1970, Case II, Schedule E. 


The taxpayer was a ballet dancer under an agreement. with 
Sadlers Wells Trust Ltd whereby he was engaged to rehearse, 
understudy, play and dance where required by the manager of 
the Trust. He was paid £18 per week, and the Trust undertook 
to pay National Health Insurance contributions for him. He was 


permitted to accept outside work, when not required by the | 
‘Trust. He endeavoured to find dancing, singing or acting work, 


but was unsuccessful during the relevant period. Before the - 


agreement with Sadlers Wells: he ue had television engage- 
ments while a student: . | 

The taxpayer was assessed to income tax for 1969-70 under 
Schedule E of the Income and Corporation Tax Act 1970. He 
contendéd that he should have been.assessed under Case II of. 
Schedule D as a person carrying on a profession. T'he General 
Commissioners decided in favour of the taxpayer. 

Held (reversing tlie General Commissioners! decision): the 
taxpayer had been correctly assessed under Schedule E. 


New South Wales Stamp Duties: 
Commissioner v. Falkiner's Trustees 
In the Privy Council - November 7th, 1972 . 


(Before Lord REID, Lord: Monnis or Bortu-y-Gest, Viscount 
DILHORNE, Lord SIMON OF GLAISDALE and Sir RicHARD. WILD) 


Death duties — Trust for children — Settled cash invested in shares 
in company — Whether duty leviable on original trust fund or 
on trust fund. at settlor’s death — Whether any property settled 
still existed so as to be dutiable — Whether any trust to take effect 
at settlor’s death — Stamp Duties Act 1898, section 58 — Stamp 
Duties Act 1920, section 102 (2) — Wills, Probate and Adminis- 
tration Act 1895—1954, sections 49, OI, 63. 


On October 4th, 1961, a settlor executed ten — of 
ten separate sums of $100,000, which he paid that day to an 
Australian company. 'T'he trustees were to hold the trust fund 
on trust to pay the income'to the settlor's son until he attained 
the age of 22 years, and then for him absolutely; and if he did 
not attain that age, then for other beneficiaries; and subject ! 
thereto for the settlor's next of kin. The other nine settlements 
were similar. ` 


Fa 


== 


The settlor died on October sth, 1961, and left three surviving - 


children, all under the age of 21 years and unmarried. ‘The 


‘Commissioner of Stamp Duties, in assessing the death duty. 


payable in respect of the deceased settlor’s estate, claimed that 


the shares were to be included in his dutiable estate; and the - 


- 


w 


a 6| 
manchester - M 


| ! i . M atri 
` These full-time classes will cover a range of topics from : 


m 


Od la E NE co a Y 
„accountancy T 
ee A 


classes ^ . E ^ 5 


- 
iar. 
A * 
` 
* 





Sind one-week intensive. classes for Chartered 4 
Intermediate, Final Part | and Final Part I| students will - j 
x held in Manchester from January 29th, 1973. . l ' 


gach paper and students will be encouraged to raise — 
points of individual difficulty. Sessions will not consist : 


entirely ‘of lectures ; set work will also be given where 


.. 8 propriate, . 


ondon | 


Students who. will be sitting the — 1973 


*. Chartered Intermediate examinations should apply now , 


for places on our Intermediate intensive classes, . 


x commencing August 6th. Preceding the main course : 


. which. lasts for four weeks and covers all subjects, there! 


ig an optional extra week devoted: entirely to basic book: 
keeping and accounts. " 3 = 


Eight- week intensive piaeses for students sitting the May ` 
and November Chartered Final examinations are-being ' 
Held from March 19th and October 1st, respectively. 


j 
- [hese classes cover the entire syllabus, placing the | 


4 


f repeated in September. P ode us E 


, Ir vision on some of the more important gubjects of the ; 5 


ongest emphasis on the more complex aspects and, | 
atters that generally prove troublesome. They can à 
nsiderably increase a-student's chances of success P 
ir the Final Part ! or Part II examinations: A td 


iPre- examination: evening classes providing intensive ! 


Certified and Chartered syllabuses will be held from | 
January 30th. Students may enrol for a full series, or 

for individual classes in a as which are causing them 
difficulty. 


Special day-time sess will also be held on Computers ` 
(dnd Advanced Accounting III. The four-day Computer ; 
course, which is also suitable for-Certified students, — !. 
commences February 20th. The one-week Advanced , x 
Accounting IH course commences March 12th and wilt!. 





` ? 
Full details: are available from the Enrolment Officer i. AME 
elephone 01-606 0255). ! - 


. Foulks: Lynch & ‘Company Ltd 0d 
4 Chiswell Street, London EC1Y 4UR a 
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Value Added Tax 


Consulting Editor : 
“G. S. A. WHEATCROFT' 


- General Editor: 


JOHN AVERY JONES ` 


N 
I p 


This complete: reference work, now availablé, 
contains all the. material needed by the lawyer 
ot other professional advisers in a single loose- 


‘` Jeaf volume and it will bé kept up to date by 


additional ‘or replacement . pages issued àt 


regular intervals SURE the year. 


rh 
` 


The contents are divided into eight Parts, as. 


follows: (1) a concise introduction to the 


structure of the tax; (2) the relevant parts of 


the Finance -Act 1972 and schedules, all 


fully. annotated; (3) comprehensive extracts _ 
i.o., all those - 


-from ` other related legislation, 
sectioris of other. Acts which, in the opinion 
of the Editors, will assist in the interpretation 


of the principal Act; (4) Statutory Instruments, 
«With full annotations taking particular account 


of Customs and’ Excise Notices; (5) a com- 
plete set of the Customs and Excise Notices on 
VAT; (6) à complete set of the VAT Tribunals 
Notices; (7) decided cases; (8) relevant 


European material. 


dicar. 1973 


a 2) 
~ 4 ; , 


` Sweet & Maxwell = W: Green & Son 


‘Mail orders to: North Way, Andover, Hants 


Bookshop: 
. 116 Chancery: Lane, London WC2A 1PP- 


t 4 


. £10 net. Postage 55p | 
including service for the whole of 1973 . 
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ad DE bes 2 good. education i is . nd ` Vantage of attracting tax relief. Among... i. 
m "the most valúable E that:any. 1 Z.: the most. popular. are a: ‘Non-Profit’. uj 


-. sparent’ can’ buy. But the high. costs a 7s Endowment Assurance policy, which itii 5... 
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*5 school fees ne become an increasing ` * : E addition to life cover, lean a a 
.r,bürden.; Becausé of «this, | Welfare“ '*... mentin case of sickness or accident, and. qv 


, 


TN Insurance made arrangements with: the::. didis. “an Investment. Trust plan. which is A ud 
i i; --National -Westminster Bank and pro-. "’ pu . designed to repay the Tn and i give the” x o 


F SÉ E" 


o -duced a solution that would relioyé | the m^ ‘borrower a` substa antial - capital | gam E 











i H^ bur den and contribute towards that.: *s, “after repayment. .- 1 17 M 2D 
‘a č brighter future evéry parent. wants for > e War qu ar 2o FA e 
Eon ‘his children, JO. M PN "There. åre. ‘probably. many of BENE 
v FEET ANM TNR Our diens who would like to. know -> ^ 
EM E "The result was'a School Fees. - more about Welfare School Fees Plans —*" eee 
Re FIER which, from, its inception, has tbe ^ goif you, would like more information ` E M 
D “proved to, be highly successful. It enables ! x ` Just contact us. E cuu We Ea u$ ea 
^: parents to borrow the full cost’ of fees -y mu ee ee | * E oss 
2." and to repay the loáh over ten or fifteen. ^" .. WELFARE INSURANCE. Co LTD., m TE ST 
s -years. There “are” several. repayment: ` i : The Leas, Folkestone, Kent. A a 
— i plans all ‘of which have the added ad-. > ` Telephone: 08085783877: 5| c ^ cosmos. P 

| - “Welfare Insurance Co Ltd ie | € 
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That | section dirécts that-= 


tthe estate of a deceased, person’ ahat be dismed't to’ inden 
and co sist of, the: followinig's classes of property : ig i 


F 
‘(2)| 







e leffect after bis: ‘death: . 
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. “of his death i is subject to such trust.” 
e ^ The j 
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d Wales on January 3rd, tinder. 
| ship. of the’ President, ' ae 
z rpeth, T.D., B. COM., . F.C.A,, 7 
followin were among the 1 matters con- 
‘sidered. | ; 


e 


England 






elections QU jen 
Regulations for the conduct. and: Bus. 
of - Cou elections were |, approved,’ : 
subject t Privy. Council allowance’ of the: 
new bye-laws. These regulations ‘contain 
no: changes 
members! in the. distribution - for the 
September: 1972 Special ‘Meeting other. 
than one| minor drafting alteration. The 
first elections will bé held inthe, con- 
‘stituencids in April {May 1973, and details : 


Counc 


of the voting, procedures will: be. given in. 
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‘Taxati den cles and `. 
practic: I'difficulties ©. | 1... 

A mem om of Taxation Arone 
ical. Difficulties has. ‘béeri | sub: 
the allied accountancy. bodies 
an of- the Board. of Inland 
li de have - been. sent. to. is 









House. on Dereka. sth, to. 
e ‘memorandum, ‘and a’ docu- 
rporating the official, cómimerits ` 
ard of: ‘[nland: Revenue: will, be 


ment. iù 
ofthe 


released 


ioner. rene 'the ‘death’: duty - MAE Parstánt | 
to sectio 102 (2) of the ens Duties. Act m 2 


_by a settlement containing any mus in sd a of that property» 


ded that ‘the property, Adenied to i included : 
nu  éstate of the deceased. shall be the. property which at mer time, pm 


stees. contended that. only s SO. much di ‘the atu 
abe disposed. of by the settlement,.as was «at .the time of.. 
ed’ 8 death, „still, subject | to. the. settlement, could. be. 
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At a: on ting of: the ‘Counc o The. Value. ‘added. tax: gu 
Institute of Chartered Accountants;in: LA. ,statement | ‘Has’ pedi prepared, for the The following members of. thé Council 
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es from those circulatéd tg all’. 


for publication at-an y early, date. ;. 


mma Mite ot 
Mee A. 
M 


` 
1“ 


SS NA Aeg 


7 


Bit awe a e mut 
ATHE MA LS 


^ Js ETE 


Mo 


n (s z 
[o "i nos d 


rM 


2S 
k t 


Vg ^ 


mM , m 


ia 
ud be -tó take: 'éffect then. 


v 
4 x N un , 
EN * e ts tg ug 1 
Fe 1 v DE OA hae 


"apt 
j F, a Dar s 


t 

v. ' 
E ware y m E a " 
[ES Sot co 00 NS v E Lu 


(NO UU UIN S, at 


a š 
fov 


ids Sedate tasas ins uU 
E ae ae 


vaut 
r E 

24 - 
E ed à n 


7 X. 


FEM 


T 


- 


! br Ts 
à “of aoa - 
‘ ET. UCM P UR 
1 = 4x - N 


t. pte - 
Mrd 


$ " v 
Na. ^04 " 3. : "x "HN ^1 " . 
P d : | at al "atin 4 
b mn m . à E 1 
i E . E . . uf ^ as à ^ 
& - t ME as 
* « . Pd : 


. guidance of- lembefs in, pfactice en- 
-titled’ ‘Value Added 'Fax.— Notes for ' 


guidance, .of atcountants jn: : professional - | "han Mr E. K. Wright, ‘Deputy President; 


^ practice’, "T'hei-staterient-has . been. ap- 
' -Proved by 'Cüstoms' and. Excise: and’ will `, 
: be-circulated t practising 1 members with: | 
the: January Newsletter. . 1, Be 

-The statement sliows, inter aba that - 
‘Customs and Excise ‘have | now: agreed to 


- äccépt that thé same. transitional ar- 


, rangéments máy. be: applied. tó:'one off’, . 
sassigriments .. as tO, ‘continuous ' assign- ' 
ments, Work i in: progress ‘at’ March 31st, 

1973, may be: ‘billed’ after that date without, 
the addition: of VAT, provided that ‘the’ 
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a iiito the dE éstate: arid that a as ‘the Bu shid 
"Was ‘SO “disposed of was cash, and the cash had been’ ‘converted — 
“into ‘shares, 80 that: no^ 'Cásh-remained; at the time of the death, - 
“subject to-the "settlement, none: of the property disposed of: by. 
„the settlement. was part of thé deceased'$.dutiable estate:: They 
tals .contéridéd that ‘the: relevant trust Had to bè expressly +, 
conditioned to, take effect after the settlor’ 8 death; and that the 
"settlement deed.did not contain any, trust, expressed or implied, 


he, trustees required the Commissioner to ‘state a.case for 5 
, mit the judgment ofthe Court ‘of Appéal of? New South Wales. The i 
: CRM ' Court of Appeal uplield the Commissioner" S assessment. 


Held (affirming the judgment of the ‘Court of Suey ‘the. E . 


“Commissioner S assessment was correct; ; 
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. firm’ 'S time .récords | 'are- such: that the © 


- proportion. : of. the; fee accrued at’ March: 
. 31$t; 1973, can ‘be reasonably . estimated. 
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"Health ánd finance schemes ce: 
for members, (MOT. b 


Re OG. Slack, H. Gy Smith, "Gs: "Tattersall- . 


.- Further. Instit te- ‘sponsored M to. 


"assist members in. 'théir personal , ‘and’. 
professional life: have:now been approved... 
‘Ine addition! to . the- .cürrent' “BUPA 


"schernie;. "members. „will : bes. offered. a. 


"personal. áccidenit . Scheme, à permanent 
' health-scheme]fla;practice finance scheme, 

~and -advice on. partnership, protection. 
Es information | on ‘the schemies 
be: published 7 in “the . Janay 
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' Adinissions ito membership. - 
Fóity-four n new. jj rüémbers. were admitted. ' 
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“Memba present ` 


attended the meeting: . ^^... r 
Mr D: S: 'Morpeth, T:D.; Predde, in the: 


Mr: K. T. Sharp; T.p5- Vice-President; Messrs 
n A. Allen, D. E. M.- Appleby, Gc 

: Appleyard, B. D. Barton, J. C." Bayley, Si 

-Henry Benson, G.B.£., Messrs D. A CoP E. 

. L..H. Clark, D. A. Clarke, R. W. Cox, P. H.) 

; Dobson, $8. M. Duncan, J. V. Eastwood, 

Professor H: C. Edey, Messrs È. J.- Frary 
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R.' F. Griffiths; S .R. Harding,. W.: Hare, ` a 
M.. Ri Harris, J. 8. Heaton, J. A. Jackson `. 
"A.W. John, op. G. B. Judd R.O; A. Keel,” af 
- G: H- Kingsmill, Sir Ronald* Leach, C. B.E, | 
‘Messrs -M. «G. ,Lickiss, -J. Lunch, B. A. «^ 
. Maynard, W. R. McBrien, iE. C. Meade, "E 
: W.G. Medlam, S. A` Middleton, W. Bertram " 
ae E E. J. Newman, D. G..Richards, | 
D. W. Robéitson, B. G. Rose, E. Co ‘Sayers, ‘ 
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Walker, -C. G. Taylor, R. H. Taylor, R.P. 
. Tovey, D. -C: Urry, À. H. Walton, D. N: +: 
Walton, J, Whitehead, R. G. Wilkes, OER, Pd 
T.D., R. G. Wilson. £295 l l 
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Ré- admissions to membership” 
‘under clause 23 ‘of thè ee 0-2. 
‘Supplemental. Royal Charter. NES 
"The following re-admissions to member- a. 
e have become effective: ^ ^ 37 uL 

‘Muhammad Bashir Ahmed, AL CA., | Rawal- aoe 


Lm ,pindi, Pakistan... . : ^ Te 
-Wilfred. Jonathan ` Allen, 


| 47 4 


M As AGA, 
` Birkenhead, Cheshire. . `- ae 
“Geofirey Richard Anthony Bars, ACA. m. 
"London SEz5, '-- EE. 
Maxim Verdun Broady, A. C:A.; Ontario, 0733 
"Canada. ' i PR 1g 3 
` "Christopher. ipod ' Dayies,- i CAS uU 


i Mitcham, Surrey. 


. Eger Samuel RED. A C^. London Ww 1Y 
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' STUDENT ROUNDABOUT 
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"Careers Course for. 


“Sixth: -formers 


DIES you cannot always go to them, 
‘encourage them to come to you’ is a 
sound enough cry to rouse the interest of 


` sixth-formers in. accountancy. And so 
4 was: the case on Tuesday. of last week 
„~ when The London and. District Society of 


for sixth-forme 


- Chartered Accountants held one of its 
: -half-day careers courses at the Institute 
drawn from schools 
throughout the London area.. Well over 
- 300 applications for the 200 places were 


‘+ received from grammar and compre- 


M 


 :linked-to a tape-recorded, commientary ` 
on the variety: of roles an accountant 


'It' seems 


. hensive pupils, including a epee number 


- of pos 


‘Endless opportunities 


that: the - complexity of 
accountancy — indeed the very name 
itself — is sufficient to put off many 
would-be entrants, aided and abetted 
- „by the scanty knowledge schools’ careers 
‘advisors have on the subject. The 


Y. 


. London and District Society therefore’ 


performed a highly beneficial ‘service in 


! bringing together sixth-formers with 
=" both’ positive as well as vague views to | 


learn something of the'status and the 


. endless opportunities which the pro- 


„fession can offer. . 

Following a brief introductory talk by 
- Mr I. ‘Macfarlane, r.c.4., deputy chair- 
“man of the ' Society’s recruitment com- 


_ mittee; the: audience (which- included 


qualified members as well,as articled 
clerks to deal informally with questions) 
‘were shown a 20-minute series of slides 


- undertakes, and also such. matters , as 
_‘study leave and forms of training. 


NL 


b 


.. View of the profession | 
. The whole vista of the profession was 


-then presented in a lively and informative. 
manner by Mr Brian Banks, B.sc., Under- - 


; Secretary of the Articled Clerks Com- 
- mittee. The salient points he commented 
‘upon included ` the nine-month course 
and the fact that the London and District 
; Society now runs a Students Introduction 
„ Service in place of the. Institute's 


A opointinente Service (The Accountant, 


December 14th). -He “added that the 


accountant should not be regarded as a: 
.9 to 5 man — the work was exacting but 


interesting, and there were opportunities 
for travel abroad. - 
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An enthusiast team of members 
from Arthur Young McClelland ‘Moores 


then took part in'a playlet which illus- | 


trated the managing director of a small 
company in consultation with his auditors 
on ways and means of expanding his 


' organization. Though well. performed, - 


particularly by the ‘managing director’, 

‘Mr Jeffery: Hernu, director of profes- 
sional personnel of Arthur Youngs, 
the dialogue:appeared to`be aimed rather 
more for graduate consumption .than 





` sixth-formers. 
. for too long; thus réducing' audience 
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Tt also, tended: to go! on 


interest as well as blurring the-theme. © 
There followed some crisp and clear. 


‘words from: Mr. J.. M. Tyrell, B.A., 


A.C.A., director, EMI Cinemas and Leisure 


Division. of: the Associated. Picture Cor- 


poration, who commented on the aspects 
of the playlet as they applied to a large 
company by outlining, among other 
points, investment appraisal, the building 
up of an accounts department, and long- 
term planning. ý 


s 
/ 


Panel discussion. 


cussed, through questions | from the- 


- 


r 


ʻA panel of" articled clerks ‘then dis- - 


audience, their approach to study. for 


the Institute's exams and their work 
experience since entering articles. ‘The 
pánel was chaired by Mr A. Punchard, 
V.R.D., F.C.A., a partner in | Kidsons 


‘Hallett, of London: 


Mr J. Hernu, of Arthur Youngs, “second from right, who. took the part of the: ‘managing director’ 
in the playlet, with, /eft to right, Margaret Bradley and Michael Timms, both articled clerks and 


CUNT 


I EL 


Mr Brian Banks, B. Sc., Under- Sácretary: Articled Clerks Cominittee of the Institute, sddréssing 





' members of the question and answer panel, and Lynne Nixon, also an articled clerk. 
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the. sixth -formers on the opportunities in accountancy. 
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LONDON’ S ‘ONE-DAY TAX: 
a" oT COURSE ioa 


A ONE-DA |course on the' hewimpütation -' 
system ofig ompany, taxation. is to beheld: (dS) included’ in ihe price ‘of. the. ticket& 


at^ Chartered ` Accountants! Hall on. 
‘February jgth for members a pu Eondon ` 
CASS. i|. E 
- Designe for. hice with a knowledge - 
of. corporation tax, the course is suitable ` 
for both student and qualified: mémbers.. 
Knowledg ‘of. this new system willbe 
necessary! for those in audit, accounting, . 
tax. and o er, departments and several. 


e 
+ uw 
~ ¢? 


iE i have arranged to send their : 
À gene 


ral outline of the new systeni 
Sl be iven, including the. effect. ‘on - 
shareholders: ; computations, distributions, 


.groups- “and consortia,’ ‘capital gains, 


small companies. and. accounting. ara 
lems, the ee of dividends, gon 
periods d overseas, income. ^ ,' 


“The coi Tse will commence at IO et 










the spe rs being Mr F. E. ` Wors 
FCA. and Mr R: Price, B.sc. (CON. ls 
A.C:A. Buffet lunch and. tefreshmenits are 
included: the fee of £6 and. the course 
will. end à 4.30.p.my . . l 

Any member or firm interestéd should: 
Write "immediately. to' the , SOclety's 
Secre 


BOM STB, or z^ oI; -628 kA 
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BIRMINGHAM .. | 
pham. CASS. took: another: 


step forward in the entertainments field 
recently- when they -or d a disco-: 
thèque atithe Young Professionals" Clubin - 
Birming As ‘the Society’s sectetary, 


Michael allows; explained: ‘It: was an 
idea’ that: camé. up in conversation with : 
‘Les: Dingley and John Sheriff who’ are 
‘responsible for our entertainments: pro- 


granime.|V e all felt that. we should hold : 
the traditional -winter ball but, at the - 
same time appreciated that many of our ` 
members wouldn’t be, able-to. ‘afford to` 


come. “Ånd: so. we decided to organize a’ 
discothéque ‘as’ well.’ 

“We ar absolutely délighted: with: the 
‘result’; ii said, ‘and everyone. really | 
éhjoyed ` émselves. Added: ‘to. that we: 
made a profit. which will help us in future, 
promotions ‘and: the Young Professionals”: 
Club we "d E delighted. with the bar takings 
which has iproyed our relationship with .. 
them. ded Au plan more'events with the - 
that; the support i is: tiee 






50, but Juckets were. „gold so - 


E I Sá fnet my. ‘alleagiue Me 
: Kenneth. Preece, ACOA ATII 
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* Chris Barber and i jazzmen. "will “pethe” a e ji ie ali 'aiticled: 'deiks 


I main’ ‘attraction’: - accompaniéd: : py’. the - 
' Sidewinders discotheque. A buffet supper . 


which: .aré obtaihable- from. the^ "Library . 
Jat ‘Fountain’ Court’ ot from any committee’ 
member, B : fondo ane 3 ut T E l *: 


pocos s "S YOUNG : 
"PROFESSIONALS* CLUB - 


Fox. some time? now; negotiations dise 


- 


E. 
ae 


"who. are members of the Society.” -~ 
‘Michael : Fallows, ‘the Society’s, secre-, 
tary; commenting onthe’ proposed: Tates,. 
said: ‘T am confident that-we will be able 
. to negotiate an arrangement which will be 


-$ of benefit to the Society and the Young: 


_ Professionals’ Club. The situation is ee 


: . simple: We reed them and they ne: 


‘The -Young. Professionals' Club. is a 
`, comparatively: new. club, and: ‘obviously 
wants.to expand its’ membership. and the - 
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been: taking place. between the Birming- - use of its facilities. On the other hand, we» 


.ham' CASS ard the committee of. the 
Birmingham Young Professionals’ - Club 
_ with a a view FU arranging membership at 
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are anxious to- provide the best facilities, 
social‘and.otherwise, for our mémbers ane 


the Young Professionals! Club. is ideal. a 
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by: É R. DRURY; M. AL A. c. A. Principal, Reed. College’ dE 7 E 
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In an. inicie under “Roundabout “oF Octeher 6th, on the opening of a new: Zu 


43 London. Wall; London -tutorial collegetin: Gloucestershire, ‘it was stated that to establish such a . 
^ school in today's conditions. was-a big undertaking, i in view of the high . 


Overheads and running costs. The:following article eny the School s Principal - 


indicates that a successful start has been De bias 


à t Ta ET: *. T7. 
D DM $i ca AL -. ic 
Ma . "V 3 ad fos 
t 


F 


in mid-June geo of us had any | 

EF ~ illusions . about. the: - 
. amount- of. "work - 
Pek would bei inso 
“volved if the. fine 
old manor ‘house we. 
"were , viewing - at | 
- Little Compton: in. 
. Gloucestershire: was" 
".to become Reed Col- “ 
; degë and. we'were to 
^run- an. ‘eight-week - 
"residential... 'couráe. 
in. preparation. for 


"the lastitate’ S Final Part H examination ' 


in November. ; a S 

> :As it.is now January: and hs November. 
„exam is no doubt’ rápidly,. becoming a 
‘Compass’, “we ‘can ‘safely. say — albeit/a ^ 
little ABreathlessly .- —.that the: house has 
‘become’ Reed: ‘College and, Wwe : have. 


t , completed. the: first eight-week course. In 


short, ‘courses —!'two-.at Little. Compton 


‘that it was obvious that some" and; one at Teesside >and . are UE 






‘so it próved. t 


as possible 
Tuary E 


The ‘ball is on Friday, Feb-* 
at the Chatéau Inipáey; When: 


ut 


uld ‘have, to be let in. ‘on’ the E 


ham members are. MI to, get | 
ts for. the-winter. ball as quickly: 


regarding oi oürsé vés as ‘veterans. a 
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ET other Sources 


In my pessimistic prognóstications of the. 
work. E ru had overlooked. three 


expertise of the’ 


e 


n = ^r 
NEN 4 , ae 
E Me 1 A 
' i 


ai forces. Fi irst, the energy’ dnd. 
"Reed Employment. : 
organization in setting up and equipping:. 
, an office which we were able to draw on; 


"secondly, the lielp and oe | 


- 
^ 

7 
x, 


received from members of the Association - 


| of Independent. Tutors; and thirdly, the - 


erithusiasm of the. students themselves. 
“Tf; at 9. Io a.m., on the seventh Monday : 

of the course a member of one's audience: ` 

utters -a ‘coherent, noise “or, those glazed 


“eyes. flicker ; ‘briefly in recognition ofa. 
"point — 


- that's efithusiasm! What else: 
.could it be? : 


. However, it i$ not the overall: pattern i : - 
. that. ‘one- reniemera of a coürse' 


pattern of lecture and study punctuated . 


by intakes of food and exercise —:rather,. 


Reflections o on the First Three em 


Se os 
* 
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Ti r x 
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jtis the moments that break that pattern ` 


like. the game. "of. football which took.,. 
. place at 2' a.m. in'the' indoor ‘riding - 


school, or.the comments of a ‘villager on - 


"seeing a bearded. student sprinting down - 


the road in the emi) 
rugby kit. These are ind 


„in the mind. 


dusk: clad -in - 
ibly implanted . 


Likewise, - -reGalling members" of the. E n 


` -éourse the memory places equal emphasis `- 
'on:the academic abilities — remember that- 

.chdp who was particularly adept at 
‘deyising incomprehensible flow charts? —. , 


and the flair they showed for the common 


taslis:. unos knew: w DY instinct how' Jong . 


25, 62 


the Cona Coffee should bubble and 
Michael built.a superb log fire. We do 
not specialize in vocational training but if, 
in the spring, I read in that well-known 
accountants’ weekly journal that two newly 
qualified chartered accountants have taken 
posts as butler and hall porter in a 
Cotswold hotel, we would understand. 


What sticks? | 


If the tutors do not remember the overall 
pattern but only the things that break 
that pattern, what’ do the students 
remember? I hope exactly what those who 
. -teach tend to forget, for them the unusual, 
the one-off, is of greater interest than the 
pattern or the basic principles. For those 
-who learn, the principles must be 
digested — any oddities are bonuses. ' 
` A quotation used by the President of 
the English Institute in his introduction 
to the Council's statement A Policy for 
. Education and Training bears further 
repetition: 
‘Whatever be the detail with which 
.you eram your student, the chance of 
his meeting in after-life exactly that 
detail is almost infinitesimal, and if he 
does meet it he will probably have 
forgotten what you taught him about it. 
The really useful training yields a 
comprehension of a few general prin- 
. -ciples with a thorough grounding in the 
way they apply to a variety of concrete 
details. In subsequent practice men 
wil have forgotten your particular 
details; but they will remember by an 


- unconscious common sense how to: 


apply principles to immediate cir- 

cumstances.' 

. All those who teach would like to take 
‘students right through the period of 

. articles, or training contract as it will be 

referred to, to ensure the diet is consistent 


and sufficient. My hope is that principals. 


., will give the new proposals the support 
they ought to have so that future members 
of the Institute will have programmes of 
training and education second to none. 
_ , Whatever else, entering the field of 

. accountancy tuition at this time is, to say 
the least, very exciting and I am sure it 
, will also be rewarding. 


ONE-DAY COURSE AT 
^J BOURNEMOUTH 


“<. “BRANCH accounts and valuation of shares’ 
will be the title of a one-day course the 
Bournemouth CASS are to hold on 
. February rst at the Tralee Hotel, 
Bournemouth, commencing at Io a.m. 
The ‘course will be conducted by Mr 
-C. J. Russell, r.c.a. 

‘Tt would be helpful if those members 


THE 
ACCOUNTANT 


wishing to attend would advise the 
Society’s secretary, Stephen Beckwith, 
c/o Carter & Coley, Lombard House, 2 
Wimborne Road, Bournemouth, as soon 
as possible. 


NEW LECTURE FORMAT FOR . 


SOUTH WEST ESSEX 


ENCOURAGED by the success of its lecture 
meetings during.the past three months, 
the South West Essex Group of the 
London CASS has adopted a new format 
for its meetings for the first half of 
1973. Lectures will be provided by 
Foulks Lynch on specific subjects, 
followed by a question period on the 


lecture and on topics associated with it. — 


The first of these new-style lectures 
will take place on January 17th when the 
subject wil be capital gains tax, and 
on February 14th there is to be an 
interesting -two-part meeting on the 
memorandum and articles of association 
and the Common Market and company 
law. Both meetings will be held at the 
Angel. Hotel, 109 High Street, Ilford, 
commencing at 6.45 p.m.; free sand- 
wiches will be available from 6 p.m. 


x 


x * 
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NEWCASTLE COURSE 


THOSE aspects of the Institute's examina- 
tion syllabus often considered to be the . 
most difficult will be dealt with during a 
three-day study course to be held from 
Thursday to Saturday of next week, 
January 18th to 2oth, at the Royal 
Turks Head. Hotel, Newcastle, for mem- 
bers of the Newcastle CASS. 

To be conducted by tutors from Caer 
Rhun Hall, the fee for Part I and Part II - 
students is £3 and for intermediate 
students, £2. ‘Roundabout’ has been 
asked to point out that there are still a 
few vacancies left and applications to 
attend should be made immediately to , 
the Society's secretary at 30 Forest, 
Avenue, Forest Hall, Newcastle. upon 
Tyne NE:2 9AH. 


An Evening Out 
The Society's annual New Year ‘Melting 
Pot' takes place next Friday, January 
ioth, at 8 p.m. at the Northern Rugby 
Club, Gosforth. Tickets, price 6op, 
including - supper, are available. from 


' Mark Scott, c/o F. S. Rowland & Co, 1 


Ansley Terrace, Consett, Co. Durham, 
or any committee member. - 


i 
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MANCHESTER FOOTBALL LEAGUE 


The Manchester Accountants Football League was formed three seasons ago by the 
Manchester CASS, and so far this season the present 15 member clubs have between 
them played 110 games. There are eight teams in Division One and seven teams in 
Division Two. The eH ONGHE are > the league positions at January 6th. ; 


A Nm 


Division One P W D LW D L F A Pts 
Binder/Whinney .. 8 4 o o 2 2 0 34 9 14 
G. H. Murray 8 I 2 I 2 o 2 29 31 8 
Price Waterhouse 6 2 O I I I I 28 16 7 
Peats/Fuller 7. = oO r a 1i. 2 30 207 
Cooper Brothers .. 8 2 I I I O 3 22 29 7 
Thornton Baker .. 8. 2 I 2 I. O 2 23 37 7 
Boardman/Jolliffe - OW I 9 o: 4 F7 I I 2 24. 5 
Mann Judd me CE 8 x: I 2 -I o 3 21 36 5 
Division Two : , 
Burne/Bedell 8 3 I oO 4 O O 40 I2 I5 
Bowman Dawes .. 6 3 o i 2 o o 26 9 To 
C. Connelly D. ; .00. d I d o #2 (0-20. ro 8> 
Thomson McLintock  . | 7 Fr o 2 2 1 tI 4H 18 75 
TS Dynamo (Todd Silvey & Co)” 8 2 o 3 1 o 2 23 360 6° 
Rothburn Royce .. ; 3c dy 2 xo oo gur 25 4 
Singletons 8 o o 3.0 o 5 938 o 
Results of matches played i in the League on January 7th, were as follows: , 
Division One 
Boardman/Jolliffe 1 . Binder/Whinney 
Cooper Brothers I Price Waterhouse . 
Peats/Fuller .. 4 G. H. Murray. 
Mann Judd .. I . Thornton Baker 
Division Two 
a as ; 4 Bowman Dawes ` DA. 
C. Connelly . 7 'TS Dynamo hone Silvey & Co) se. 0 
‘Knock Out Cup — — First Round E EE 
Rothburn Royce  .. is 2 Thomson McLintock ‘B’ .. se. g 
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PROFESSIONAL NOTICES: 


BENJAMIN, | TavLoR & Co announce 
that Mr D VID J. ROSENBERG, A.C.A., has 


been. admitted to the partnership, with | 


| -effect from | January īst, 1973. 






.. DEACON. & Co, two. . Man- 





chester..firms- of chartered accountahts, 
amalgams their practices ‘on January 
Ist, 1973: | The combined practice will be 


carried on under the name of BURNE. 
PHILLIPS m 41 Spring Gardens, - 
Manchester. The partners in the com-. 
bined firmi are: Messrs J. V. EASTWOOD, 
F.c.A.. T, ALDERSON, .F.C.A, R. P. 


WILKINSON, B.A.,, F.C.A., V. ‘MATTHEWS, 


F.C.A., B.| A. Jones, B.A.(COM.), F.C.A., 


J. BERRY, F.C.A., and G. S. BRAMALL, . 


~ ar 


B.A.(ECON. ACAD E. 

Burton Monn & Co, Ghata Ac- ' 
3 of 3 Market Avenue Chambers, 
der-Lyne, OL6 6AR, an- 





. nounce m the practice of JOHN. YATES, 


F.C.A., F 9 Henry Square, Ashton- 
under-Lyhe, i is to be amalgamated as and 
from; January ISt, 1973. The practice 
“will contihue to be run from’ 3 Market 
Avenue Chambers, for the existing clients 
of BurtoN Monp & Co and at 9 Henry. ` 


Square, for thé clients of. JoHN YATES, 


F.C.A;, FJTILI., until May ISt, 1973, when. 


the new address will be 9 Henry Square, 
Ashton-under-Lyne. ! 

E , Pinto & Co, Chartered M 
soua 8, announce. that Mr RICHARD 
Jonn CHILDS, A.C.A., a senior member of 


their staff, -became a. partner on’ January 
186.1973. . 
| Foster, WEYMAN & Co, . Chartered 


Accountants, announce the admission to. 


| 
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JOHN FOORD & 


61. QUEEN'S GARDENS,.LONDON W2 3AH 


S. “REVALUATION OF ASSETS 


WORKS; FACTORIES; PLANT & MACHINERY, Etc. 


. go f ETE 
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dh of Ms R. M: FILER, ECR, 
and Mr B. M. OREIN, F.C.A., partners in 
- the firm of Farr ,jROSE &: Gay, Chartered . 


- Accountants, and. that the two firms have 
entered, into; an association. ` ^ 

- GORDON LEIGÉTON & Co, Chaud 
Accountants, announce that -Mr Mark 


LEIGHTON, F. C.A.j retired. from the firm on: 


December 31st, 1972. The practice will 
be continued by} Messrs. MARK GORDON, 
F.C.A., and GERALD, BEVERLEY, F.C.A., 
. under the same ‘gtyle,-at: 59. Queen. Anne 
Street, London WiMoHQ.  . 
Harmoop | BANNER’ &--Co; Edd 
Accountants, announce that. they : have 
opened .an, office: at ri Esplanade, St 
‘Helier, Jersey, CL. ‘The resident partners 


. are Mr J. S: HARROWER, F.C.A:;, and Mr. 


G. S. F. PIPER, M.A; A.C.A., until Decem- 


ber 31st, 1972, à member of the London: 
"n 


office staff. : 

KERR, MACLEOD | & Co, Chartered 
Accountants, announce with. gredt regret 
. the retiral at ‘December ri 1972 of their 
senior partner, Mr J. A. 
T.D., C.A., who has practised i in Glasgow 
T over 40 years. 

Davi» KROLLE.& 'Co, Chartered Ac- 


.countants, of 166 Piccadilly, London 


wiv oHH, announce that on January rst, 
1973, Mr S. D; MORRIS, B.COM., A.C.A., 


. was admitted into partnership: N 


: GEORGE LanG & Co, Charteréd Ac- 
countants, of ewcastle ‘upon ` Tyne, 
announce that as from January ist, 1973, 
"they have admitted into. partnership Mr. 


STANLEY BELL, 1A.C. A., who was a senior. 


“member of the ‘staff, and served his 
'articles in their office. ' 


LATHAM & 1Co, of Walter House, 


418/422 Strand; ‘London ‘WC2R oPH: 


announce that by mutual agreement, Mr ` 
Ronatp $ , A.C.A. has retired from 
the firm ds from January Ist, 1973. 


LATHAM -& Co, will.continue from the 


same address under the remaining part- 
ners, and Mr STEKEL will be carrying on 
practice on his ówn account under the 
style of RONALDS & Co. 

MELLOR SNAP g;& Co, Chartered | 
Accountants, ‘of. Jordangate’ Hou 
Macclesfield, announce that Mr’ Ros 


G. DENSEM, A.C.A., was admitted into the. 


partnership on January Ist, 1973. The 
name of the firm remains unchanged. 

- MELLOR SNAPE & Co, Chartered Ac- 
-countants, of ‘District Bank Buildings, | 
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S. ARMSTRONG, : 


“COMPANY 


z an 63 ; 

pe Bank, Congleton, announce "that 

Mrt. Josi M.' BULLOCK, A.C.A., was 

admitted into the partnership on January 

1st, 1973: ‘The name of the firm. remains’ 
unchanged. : 

"SAFFERY, SONS & Co, Gaiei Ac- 
countants, of 16 St Martin 's-le-Grand, 
. London ECI, announce that Mr W. J. : 
FONE,. A.C.A., joined the partnership on : 
January ist, 
. continue to be conducted. in the name of 
SAFFERY, Sons & Co. . 


^ F. E.-SIDAWAY, SoN-& Co, Chariered l | 


Accountants, of Abacus House,’ '5~6 Long 
Lane, Rowley Regis, Warley, Worcs, . 
announce that Mr RoGER F. HOMER, 
A.C.A., has “been taken into partnership ` 
_as from January rst, 1973. The firm riame i: 
remains unchanged. l 
 'TURQUANDS BARTON MAYHEW & Co 
announce that, following "the merger > 
between its constituent firms, the separate ` 
practices formerly carried .on by them in 


Australia have now been combined in the . ' 
new firm of TTURQUANDS BARTON MAYHEW .- 


&' Co, which has been established in-all 


~ the States of Australia. The addresses of ` 


the principal-offices are Esso House; 127 . 
Kent Street, Sydney 2000, NSW, and 
A. M.P. "Tower, 535. Bourke Street, 
' Melbourne 3000, Victoria: 

J. C- ‘Watson -& Co, Chartered Ac- 
couritants, announce that they haye 


. moved their offices from National: West- _ 
- minster, Bank Chambers, Station Road, 


Harrow to 111 Headstone Road, Harrow, 
Middlesex HAr IPG. The former tele- 
phone number'o1-427 2624, remains. 
unchanged. m 
WHEAWILL & SupwoRTH, e E 
Accountants, announce-the retirement as 
from December 31st, 1972, of Mr G. D. 
WARRINGTON, F,C:4., from their practices 
at Huddersfield, Léeds and London, and 
of Mr B. AsQUITH, F.C.A., from their 
practice” at Leeds. They” will continue ' 


to be available in a consultative capacity. E 


NEW YEAR HONOURS - 


Last week we gave the names of members 


‘of. the profession who appeared in the - 


"New. Yéar Honours List. We have since - 


learned that the CBE has been awarded. - 


to- Mr G. W. Young, F.C.4., senior — 
partner in the South. American firm of 

Price. Waterhouse Peat & Co, for services” 
to British interests in South America, 
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APPOINTM ENTS 


Mr John Ford, T.D, F.C.4., has been 
“appointed to the board of James Tuy 
& Co. , 

„Mr Andrew John Bailey, A.C.A., has 


-been . appointed group accountant of 
Clarke SechHen of Staffordshire. 





Mr A. E Bailey . Mr R. Culver 


Mr Robert Giver A.C.A., has been 
appointed group accountant of ‘The 


5» Morris Singer Foundry, of Basingstoke. 


. For.the past three years; Mr Culver has 


-been with Singleton, Fabian, Derbyshire’ 


 & Co, Chartered Accountants. 


Mr Terence Everatt, A.C.A., an account 
controller with the Manchester ad- 


-- special operations. 


~- yertising agency Barnaby & Tarr Co-for | 


the past two-and-a-half years, has been 
l appointed: a director of the agency. 


. The Institute, of Chartered Accountants 

in England and Wales is breaking new 
ground this month by taking one of its ' 
residential taxation courses to the North. ~ 
In. association with | the 





Mr J. W. E. Helliwell 
chief 


Mr T. Everatt 


| Mr J. W. E. Helliwell, F.C.A., 


^: accountant of Triplex Safety Glass Co, 
- " Has been appointed to the board of the 


‘company, Fesponsudie for all financial 


bs matters. 


Do Mr John Good, CA, accountant, of 
» Lang Brothers, the Scotch whisky dis- 


~~ tillers, has been appointed a director of . 


- .the company. 
| Mr T. E. Shaw, c.a., who has been 


|». secretary of Baxter, Fell & Co since 1968, - 


FOR C.A. 
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TH been appointed an éxecutive Miedo: 
of the company. 


Mr E. L. S.. Weiss, E.C.A., das taken 


up the appointment of financial director of ` 
. Drake & Cubitt. Holdings, while Mr 
L. M. West, F.C.4., will remain director ` 
: and eae of the group. 


' * RETIREMENTS 
Mr W. W. Fea, F.c.a., lias retired from 
the board of Guest Keen & Nettlefolds 
under the company's retirement rules: 
Mr Fea had held executive appointments 
in the group since 1935 and was appointed 


. to the GKN board in 1958, holding the © 


offices of financial director and later 
deputy chairman — administration and 
Last April he re- 
linquished the position of deputy chair- 
man and his responsibility for dd- 
ministration, continuing as an executive 


, director responsible for special operations. 


Mr J. W. J. Moir, F.C.A., has retired 
às vice-chairman and group finance 
director of the Rockware Group, but will 


remain on the board as a non-executive ` 
director. Mr-Moir joined Rockware in - 


1934 and was ADDQIMER to the board in 


` 1940. 


ICA TAX COURSE IN - 
MANCHESTER 


. Manchester 


; Society of Chartered Accountants, a. 
i course on “The changing taxation scene ~ 
the general practitioner’ is being. held ` 


from January 24th to 26th, at the 
Midland Hotel, Manchester. 
Directed by Mr W. R. Packer, M.A., 


F.C.A., of Touche Ross & Co, the course 


. is aimed at the general practitioner and 


concentrates ‘on the major reforms to the. 


taxation system (other than VAT), which 
were contained in the 1971 and 1972 
Finance Acts. Particular reference will be 
made to the transitional provisions and 
the problems posed by the introduction 
óf new systems of both company and 
personal taxation. 

The fee, inclusive of accommodation 


and all meals, is. £50 and application . 
: forms may be obtained from either the 


Retreat of the Institute at Moorgate 


4 


Mr Ian T. "Morrow, , 
"will -open the "New Yea 


4-7 ` * t4 " . 
: state apd D 


Place, Londen’ EC2R Gio, 
Secretary of the Manchester Society of 


Chartered Accountants, at 46 Fountain 
"Street, Manchester M2 2AD.. 


LONDON: DISCUSSION GROUP 
OF THE SCOTTISH INSTITUTE 


C.A., 
ETT k 
programme of the London Discussion 


- Group of The Institute of Chartered 


Accountants of. Scotland on January 
18th with a talk entitled ‘Company 


Doctor’. A genéral discussion will follow . 


and Mr Morrow will answer questions. 
On February 22nd, Mr Vic Feather, 


C.B.E., general secretary of the TUC, will | 


speak on “Trade Union Objectives in the 
703’. 


Both eedi will be held at the 


Little Ship Club, Bell Wharf Lane,- 


Upper Thames Street, London EC4 and 
will commence at 6 p.m. 

Applications, 
necessary remittance (fr, or sop if 
refreshments are not required should be 
made to the Secretary, Mr R. Wood, C.A., 
66 Cannon Street, London EC4N 6AE, 
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F.CSMLAS 


as soon as possible. Guests and members é 


of other bodies are most welcome, 


‘ACCOUNTANTS’ POCKET | 
‘DIARIES 1973 -> 


The Accountants Pocket Diary 1973 
incorporates an extensively revised 
and updated information section ` 
of over 200 pages, including pro-. 
` fessional fees, rates of tax, interest 
and annuity tables, stamp .duties, 
and maps of London and the - 
major provincial cities; also with 
space for personal memoranda, and 
daily entries (three days to a page). 
A limited number of these pocket 
diaries are avallable from, Gee & 
Co (Publishers) Ltd, 151 Strand, 
London WC2R 1JJ, price Íra45 
post free. The diary is also available 
with the information section separate , - 
and inserted in a pocket at the back 
of the diary, price {1-65 post free. - 
(The information section is not sold | 
apart from the diary.) 
The Accountant’s Desh’ Diary 
and Year Book for 1973 is now sold. 
: out and no further orders. i this . 
, can be accepted. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000- passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 


LE RENE, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 
Free 100-page book (without obligation)-on application to Careers Adviser 
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SCHRODER 
FLEXIBLE 
BOND 


A new investment opportunity 
| . from Schroder Assurance. 


You can recommend Schroder Flexible Bonds As a world-famous merchant bank, Schroders have 
to your clients with every confidence. Schroder all the expertise and resources required to manage 
Wagg, merchant bankers, havea well proven - a Flexible Fund. Their intimate knowledge of home 
record of investment success, and are entrusted ^ and overseas markets is backed by strong interna- 
with funds worth hundreds of millions of pounds. — tional connexionsand depth ofinvestment research. 


FIVE SPECIAL FEATURES 
* A balanced portfolio of equities, 
- . fixed interest and property. 


* Active management by. Schroders’ 
experts, — 


* Up to 10% a year free of income 
tax can be drawn. 


* Bonds can be cashed at any time 
without penalty. - 


* Special tax advantages. 





For full details of Schroder e Bonds, other 
contracts and agency terms please get in touch with 
John Stonham at Schroder Assurance Limited, : 

120, Cheapside, London EC2V 6DS. 
Telephone: 588 4000. . 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 











Al bona fide Principais who are considering the | 
postal coaching arrangements for their newly articled | 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves | 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and | 
enthusiastic commendation of the students. 
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Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record _ 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of 


$e Spas 

















LINKED PRIVATE STUDIES. The Luton College of 








the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01—248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


Metropolitan College, St. Albans 


Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colleges. 


Technology and Metropolitan College now offer facili- 
ties for integrated oral and correspondence tuition. 
ONE WEEK ‘PEP’ COURSES - to assist students in 
areas of weakness. 

WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for 
intensive concentration on particular subjects. 

For details of these, and other linked courses write to :— 
Metropolitan College, St. Albans. 
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Re | 


T is indeed interesting to speculate, as Sie Paul Chambers 

once did in the course of an address to members of the: 
London and District Society of Chartered Accountants 
(The Accountant, January 28th, 1971), upon how members 
of other disciplines might react if their standards of 
measurement were to fluctuate in the way, and to the same 
extent, as the value of money has fluctuated i in recent years. . 
While ‘cdntributors to our columns have differed between: 
themselves, as to the causes of inflation and therefore the . 
remedies, there can be no denying the fact of it — and at 
rates which in recent years have accelerated significantly. 

We reproduce on other pages of this issue the full text of | 
the AccQuhting Standard Steering Committee's eagerly- 
awaited Pone draft, ED8, on accounting for changes 
in the pürchasing power of money. This, as we forecast. 
last week, closely follows the 1971. discussion paper and 
fact sheet Inflation and Accounts (The Accountant, Septem- 
ber 2nd, 1971) ~ particularly in recommending supplemen- 
táry statements in terms of current purchasing power (CPP), 
and in drawing a clear distinction between CPP figures on 
‘the one ihand and ‘replacement cost’ or ‘current value’ 
accounting onthe other. . ~ * 

The two latter concepts, it is pointed. out, are susceptible 
to neat apart from changes in the purchasing power 


of money — technology and market pressures — and thus 


‘will continue to be discussed and developed for the ; 


particular purposes for which they are intended’! Historical 
cost is tojbe retained as the normal basis for preparation of 
accounts, to comply with ‘many legal and: contractual 
obligatio: S [which] are implicitly based on [e use i 
figures prepared in such a manner’. 

Two immediately significant features of the new ng 
standard|of practice are that directors are given a.wide: 
n in the form of the supplementary statement, 





of the aut litors' Sen 
The only specific requirements for the supplementary 


E 
| 
si 


-ON OTHER. PAGES. 


alistic Accounting 


erao are that it should show in CPP £s the year-end 
financial position and the.results for the year, and that it 
should contain ‘separate figures, if material, for depreciation 
and for the loss or gain on holding monetary items (i.e., 
the net loss or gain in purchasing power resulting from the 
effects of inflation on the company’s net monetary assets. 


or liabilities)’, Where consolidated accounts are presented 


by a'group of companies, it is proposed that the supple- 
mentary statement should deal only with the consolidated 


accounts. 


Though the example given in Appendix 1 of EDS is said © ` 


to be ‘not necessarily typical’, neither does it appear at all 


unlikely, and should give cause for all directors of quoted ` >, 


companies furiously to think. The effect of deducting’ 
taxation and dividends at historic rates from CPP-adjusted 
profits, it has been demonstrated, may be to reduce retained - 
profits in CPP terms to perhaps 40 per cent of the historical 


"figure, with commensurate adjustments to such significant’ ; 
ratios as earnings per share, return on total equity interest, . 


and dividend cover. 


A point raised in the 1971 paper, to which ED8 does not — 








` 


67 Accountants’ Certificates and VAT 

69 Valuation of Livestock 

71 internal Audit in Local Government 

. 73 New Exposure Draft — Accounting for Changes 


In the Purchasing Power of Money 
:78 Controlling the Computer — Contributed 
81 -- Processing VAT Input — A/an D.. Wilkie, A.C.A., A.T.1.1. 
Organization Changes for Ransome Hoffmann Pollard 


- 





Current Affairs 


| 67 Bulls arid' Bears 89 

. This is My Life - l 70' Lettors " 91 
Finance and Commerce 83 | Student Roundabout 93 
City Notes . l 88 Notes and Notices ^ 94 


` 
j 


- * 2 . 
t , 
t 





- 





1 


i 


ps attempt an answer, is the situation of a dividend (possibly 
- -a non-cumulative preference dividend) being justified on 


historical figures but unjustified on CPP figures. We seem 


. ‘to recall, albeit on rather different facts, a dictum of the 
- “Court of Appeal in Ammonia Soda Co v. Chamberlain 
([1918] x Ch. 266), that dividends should not be paid in 


circumstances such that ‘no honest and reasonable man of 


. . business’ could make the payinent, which may perhaps have 
_ a passing relevance. | 


Limitation of the proposed standard initially to quoted 


. companies only appears to be a matter of practical expedi- 
.ency as, much as of logical justification. The grounds stated 


to justify such a course are: (i) that the advantages of pro- 
viding this information are probably of greater significance 


.in quoted companies; (ii) that the work of producing the 
‘information might be proportionately. heavier for smaller 
companies; and (iii) that introduction of inflation-adjusted. 
. accounts should preferably be phased. if the accounting 


resources of companies generally — including, if we may 
read between the lines at this point, the resources of their 
professional advisers — are not to be overloaded. 

It is quite clearly envisaged, nevertheless, that CPP 


“accounting should come to be regarded as accepted good | 


practice even in those companies which will not (initially) 


. be confronted with it as a mandatory standard. 


Conversion of historical to CPP figures is to bé made by 


- reference to the annual consumer price index published by 
. the Central Statistical Office, and adjusted on a- monthly 


' practice is the exception rather than the rule, there is little 
incentive to directors to subjéct their companies’ results 
. to the more.searching test implied by price-level adjust- 
. ments’. It was against this background that a member of the 
. ASSC, Mr Stanley Kitchen, F.c.a., appealed last September 
'. for the support of all accountants in industry in helping the 


basis by reference to the index of retail prices. Preference 
for the consumer rather than the retail price index as a 


Starting point 1s dictated apparently by the wider coverage 


of the former. The present exposure draft deals with the 
mechanics of conversion only in the most general manner, 
and (in the words of Sir Ronald Leach, C.B.E., F.C.A., the 
ASSC's chairman) 'a separate guide to the mechanics of the 
conversion process will be published shortly’. In the 


" Republic of Ireland, the quarterly consumer index is 
„recommended; 
interpolated. 


figures 


. with "intervening months’. 
In attenipting to make a proposed standard such as the 
present ‘stick’, the extent to. which the ASSC is able 


‘to carry the support of British industry, must be a crucial 


factor. Isolated attempts to recognize effects of inflation iri 
published accounts are almost foredoomed to failure; in 
the words of Sir Ronald Leach’s foreword, ‘so long as such 


then-prospective ED ‘to get off the ground’. 
Advance copies of the projected ED8 were circulated at 


‘that time to the Confederation of British Industry, and have 


', been followed by a productive exchange of views in an atmo- 
. sphere of amicable co-operation; there seems every reason 
.to hope that such friendly contacts will continue. Develop- 
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may usefully be persuasive ‘as soon as possible’, 
- accountants would prefer to see a firm deadline eee 
for the latter. 


Jansiary 18th, 1973 . 


ment of ED8 appears to have been fone yadroni 
in fact, with the deliberations of the CBI's own committee 
established last year under the’ chairmanship of Sir David 
Barran ‘to examine the problems poséd by the effect on | 
financial statements of changes in the value of money, and 
to make recommendations'.' Membership of the Barran 


‘Committee (whose report is expected early in February) - 


included two representatives of The Institute of Chartered . 
Accountants in England and Wales, and for this and otlier 
reasons it appears that no serious divergence between that 
report and the substance of ED8 is to be expected. At the 
time of going to press, informed professional comment 
anticipated that ED8 stood a good chance of acceptance by 
the CBI, at least as a first step i in pursuit of a common 
ebjers. 

With the possible exception of ED6, Stocks and Work 
in Progress, the new ED8 appears to be of potentially wider 
impact than most of the ASSC's earlier releases. Co- 
incidentally, its publication has closely followed that of the - 
latest (the fourth) Survey of Published Accounts, which 
formed the subject of our leading article last week, and 
whose findings are a significant barometer of the response 
by Britain's major companies to the work of the ASSC.- 
Unfortunately, irresponsible comment elsewhere has mis- 
represented this Survey in the light of a serious reverse to. 
the ASSC's hopes, basing this. finding. on an uc i 
widespread disregard of the committee's views.  . 

Such comment totally disregards the fact that only. one, 
definitive standard (SSAP r, Accounting for the Results of 
Associated Compantes) was mandatory at any time during 
the survey period, and then only for the.part of the-sample . 
whose accounting years commenced on or after January 


Ist, 1971. Comment on the limited success so far achieved — 
‘by the (now withdrawn) EDs and its successor ED7 in - 
restraining ‘reserve accounting’ 
unrealistic when it is remembered that ED7 was still open | 


is seen as particularly: 


for comment until November 24th last — or approximately 
five months after the end of the survey period. This sort of 
thing. can serve only to prejudice both the authority of the 
ASSC and the delicate relationship between: practising. 
accountants and their clients. - 

Itis surely more remarkable, as has already been pointed 
out, that exposure drafts should exercise such persuasive’ _ 
powers in advance of their adoption as definitive standards. 


On the other hand, the, Cunard experience shows how a. ` 
company which anticipates the field in adopting a new - 

practice may suffer for its candour. There is a case for 
distinguishing between those standards which affect only 


disclosure and those which will have a significant effect 
on the quantified results of the year; whereas the former 
some 


Reference to the ee E. Fletcher Moulton, L], in 
the Spanish Prospecting Co case (Acct LR, December 17th, _ 
1910) yields a definition of ‘profit’ as the product of a 
comparison of total assets at the commencement and close 
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of the | period - a a decision —: dis some reserve’ in devastating effect the: extent to. phigh ‘unrealized al 
modern though, as it purports to include unrealized capital profits’ are no. more than the product of inflation — and 


profits. - Application of the principles of ED8 to- financial ~: make, incidentally, a'total nonsense of the Pen structure . 
it -may be thought would demonstrate with $a l 
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Accounta nts' 


and VAT. 


MPLI ENTATION of the ar- 
rangements for rebate of purchase 
tax inim VAT (The Accountant, 
November 23rd,, 1972) appears likely 
to impose yet further responsibilities 
fising accountants. The ‘text 





passage: 





‘independent 


ate certificates to be given as to the 


correctness of the stock-taking and . 
other documents and records support: : 


ing the |claim.' 


Recen ae pe comment has 
raised some doubt as to whether the 


allied ac yuntancy bodies were con- ` 
sulted on any such specific require- ` 





recognized bodies has been con-'. 
cerned,’ for some yéars past, at the. 


growth in the number of government - 
departments, trade associations and 
other bodies demanding, for a variety 
of purposes, ‘accountants’ certificates’ 
in circu 






of . professional opinion, 


ly appropriate form. Such 
demand ? ‘it has been stated,. ‘are 
based on. an imperfect understanding 
of the 
can properly and economically per- 
form’. 

The dangerous tfap inherent, for the 
willing but unwary practitioner, in a 


 document| which may fail to' define - 


precisely ithe relationship between the 
“accountant, his client and the third 
‘party requiring information, and may 
also maké|demands on the accountant . 
beyond the normal range of profes- 
sional kn! wledge, was recognized, by 
the Council of the-Énglish Institute in _ 
1959, in statement. which ds now ` 


“necessary expense’ 


PR . prepared to make any necessary 


auditor, etc., helping in the préparation 
of claims should arrange for appropri- . 


nstances where a report — an - 


a Statement of fact — would `. 


iction which the accountant: 


Certificates. 
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| [to] take redsonable 
steps to ensure that clients . . . dre not 


involved in dispropottionate or un- 
and .'[to] : be 


amendments in the. wording of the 
report soas to conform to the principles 
suggested in this statement; while still 
satisfying the purpose for: which 'the 
report is requiréd’.~ a task, it would 


appear in the present context, of some 


little delicacy. On present information, 
claims for purchase-tax 'rébate ‘are 


required’ to reach the VAT Central 
Unit at Southend- on-Sea not later 
‘than April goth. | 

A Customs ‘and Excise spokesman, ' 


H 


4 


e 


M 


‘master’ and ‘apprentice’ (said by ` 
Professor Edward Stamp to indicate 
‘an almost feudal relationship’ between 
‘the parties) is to be discontinued by- 
"The Institute of. Chartered Account- 
“ants of Scotland. "Indentures' will be 


E. p gains tax. 


of the word 
circles can only be deplored, it appears 
unnecessary in.the present case for 


No More indentured Apprentices 


SE of He time-honoured tels 





-however, suggested that the quoted. 


statement was intended to be illus- 
trative rather than definitive, and 
would. certainly not require an ac- 
countant to accept responsibility. for. . 
any aspect of stock-taking which he 


2 | ee en . Was-not in a position to verify. It was 
reproduced (in, revised and updated. 

.form) as section S13 of the Members 
.. Handbook (The Accountant, October 
: I2th, 1968): Members of thé Institute - 
'are recommended, in the course of 
‘this statement, 


necessary to ensure, for protection of 
the revenue, that rebate was paid 


-only on goods which had in fact borne. 


purchase’ tax; but provided that it 
was clear that stock had been taken on 
a recognized. and consistent. basis, it 
was 'unlikely that a rebate claim 


. would be delayed or refused solely. for 


want of any particular form of words 
by the accountant. 

Though the continuing loose use 
‘certificate’ in official 


accountants to undertake obligations 
beyond . those ` which they would | 
normally assume for the purposes of 
the annual stock-taking or audit; -to 
‘certify’ the results of a stock-taking. 
certainly goes beyond what the. pro-` 


-fession has hitherto accepted as either 


reasonable Or practicable. 


IE E. 


National’ Diploma - in Ron ule" 
Graduates in subjects other than 
accountancy, law or economics will be 
required to complete a post-graduate 
year in professional studies before 
'entering à training contract. The. 
coritract term is envisaged as three years ` 


. known in future as a ‘training: con-' for graduates: -and four years for HND 


tract’, the parties being designated 
‘principal’ and “CA student’. l 
The Scottish Institute ‘is to. give’ 
immediate effect ‘to its ‘declared pre- 
ference for an'all-graduate entry (The ` 
Accountant, March 16th, 1972). After 
March 31st, prospective students will 
be required to hold either an approved . 
"university ee or the. new Higher - 


i 


candidates,’ and will ‘include com- 
pulsory block-release courses. 


Despite a progressive increase. over : ` 
the past ten years, graduate entry to ' 


the ‘Scottish Institute is ‘still little 


 inore than one-third of the total. The 


Institute has already made it clear, 
however, that the failure rate among, 
“Scheme d (school. leaver) apprentités- 
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ip “aceptable level. ; 


ex n ;; Commenting, on the néw require~ 


< Biehts, - - the. Scottish ‘President, Mr 


Pi “ALT: Mackenzie, B.A., 'C.A.; said: ‘Our | 


“proposals .form_part., ofa developing ' 


^ policy of education ' which recognizes 


..that'the present high standard of entity,” 
Hino: ithe CA profession. has. not wholly:. towards increasing taxes on expendi-. . 


eradicated , exainination failure, and ture, bearing. in \mind “that: VAT in ^ 


r t 


Uu ;stüdent wastage. > E 


- Qr 


4 fItis vital to, manan standards of. 
“educational éxcellénce. We-are fortu- 
us nate in that we are a. relatively small 
“Institute; we ‘can’ do things that with . 


p? 


' education has always been: very i im-. 
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for. ‘the.’ d. Puig. bei ani about she. wide mor given’ 


that. any immediate prospects for such to the -Customs : and: Excise to. ad~, 
‘cuts. will depend on the success of the , minister. value added: tax, and hopes. , 
_ Government’ 8 anti-inflation measures... that the Spirit : sof ‘co-operation . with 
industry, that “has prevailed. during’, 
the "introduction": OF the. tax, Tt 


. From ‘now on, it is suggested, the - 
EEC will have a major. influence on | 


‘British tax policies: and’ it. seems in- 


evitable. that: there. will ‘be. a trend 


“Europe. covers a wider range of pro- - 


‘ducts and services, and usually at a.” 


higher rate. It therefore seems desir- * 


on industry and: comimerce. cs 

‘Some of. the areas suggested are: 
_extension of depreciation allowances to . 
-include commercial buildings such as: 


ó ces ‘and. | "warehouses ‘which. ‘are ~ 


Ann that menibership?- ‘integral parts. of factory. complexes, ` 


of the EEC .will involve higher 
HE "indirect taxation as British tàxes come 
Te "into line with. EEC ‘harmonization’, 


n 


ra 


E ‘and. Industry has. called’ on the Chan- ^ 
*icellor -of the: Exchequer .to: reduce, 


continue. ; 
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“Management Gamsi 973° 


"RECORD entry” tef" ‘820 : ‘teams “ 


started play in the. 1973, “National . 


"Management. Game, jointly. ‘sponsored . 
: able to the Chaniber that consideration, : by the Financial Times, The. Institute ` 
"should bë given: to cutting. direct’ ~ of Chartered Accountants in’ England: : 
^an enormous ‘student body we. could ` taxation particularly in those ‘areas’. and Wales, and International; Com: `> 


t 


A z not "contemplate. The -. control "of; where it would have a benéficial effect’ ' puters Ltd.’ "This annual ‘event: puts : 


i people into the boardroom situation; « ye 
and tests “theif management. “skills © 
under the pressure of. corripetition. ` 

| The teams. come from all” ‘parts T 


.and buildings" ‘used “in the service? consultants have entered. a ‘total’ of 77. 


"industries such as hotels; and shops; ‘steams, : and there are 28 entries from : 


the country and: represent à variety-of. : 
occupations. Firms of accountants and ‘. 


a "substantial ;reduction im the rates; central. ‘and local government = 4 feld * 


*thé"London Chamber of: ‘Commerce “and - ‘coverage: of? estate - duty ;. and . which has shown particular : distinction” 


abolition’ of. stamp ` duty,.'which is; in this and other management. games 
-recently (The Accountant, June. 29th; 


varchaic and . obstructive. to ' normal . 


“direct taxation. The Chamber’s. com- +- business activities; = 
oe Chamber is ‘extremely con-. 
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3x ^ anon made. in its: “recommendation .. 





b. ~The annual President 8 Dinner of The Institute of Cost and Management Account. 

"was -held last’ Thursday in the‘ Members". Room “at the House of' Commins. The principal: 
s «e ‘guests Included Lord Davlin,’P. C., Sir Dayid Burnett, Bt, M.B.E., T.D., Sir'Stewart Crawford, 
TH HK.C.M.G., C:V:0.; Sir John: Davis, Sir Frank Figgures, K.C.B:, C.M.G.; Sir John-Toothill, C. B.E.; 
E e rand 'Sir William Ryland, C.B., with many other. notable personalities representing trade. and 
AU. "industry, the publie services and the professions. As tradition ordained, there were no speeches, 
“7Y the [CMA President, Mr A. W. Howitt, M. A: F, C.A., F.C. M.A., briefly expressing appreciation 
Sito Mr T. W. Wells, . Q.C.; M.P.; for again. sponsoring the occasion; and extending a welcome’ - 
Su uf to "his. guests.— especially pleasing: those from, other EEC’ ‘countries ‘by addressing them. in 

French. Pictured above are. (right to left) Mr. C. AS Herring, B.Sc. (Econ. LE C. M.A., a Vice- 
= : President of the Institute, or Edmund : Compton, G. C. B. K B. E, ‘and ` Mr A ip Bg al 


a Eresident of the VEC. iret e 


1972). - 


M. 


` January. roth: , Compétitión continues.; 
‘on, a ‘knock-out’ basis over a. further’. 


bf LX 
po ^. three rounds, and. the finals: willbe. 


held. "live" in -London, on F riday and . 
Saturday, July. 13th and x4th, for-the , : 
£500 first, prize:and the title of UK. 
- National. Management: Game Cham-. 


. pions 1973: Ehe: present ` holders, - 


-Essex County’ Council. ‘Treasurer’ 8 
Department, are also the, international 


< champions... 
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| cov RONTED Vithsfie ‘prospect | 
of publishing an additional. 18,000 


n entries in the London Gazette each” 
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The. first. dut romane d. " 
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."week in order to-comply with sectior : 
10 (3). of the’ European. Communities : 


` Act 1972 (about I5O 


a 
"text), the’ Stitionery'O 

announced its intention of/ ‘producing’ : 
a bi-weekly. supplement i in: microfiche . 


form. ` 


M 


gés of standard’ 
fice "this week : 


The first i issue ‘of this Supplement 
will appear on . January ‘12th; with, . 
“subsequent ‘ ‘issues on, ‘Tuesdays and 


^? Fridays. of each. week; ‘at £70 for oné i 
year’s. „subscription, or op. for indi- ; 


; Vidua i issues. The x nd wil be: 
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6X41 inches in size, in 98 frame forinat. d 
usual form of government ` 
publication, it is claimed, has been, 


'This 


. dictated. iby the near-prohibitive cost 


of. prod cing this volume of-informa-. 
.tion at speed by conventional methods, ' 
and willlalso enable HMSO. to utilize - 


existing computer data. Storage diffi- 
culties will be eased, and there will be 
, savings, in postage. Subscribers will 
need a microfiche reader, but the cost 
of this will be quickly offset, in the 
official view, by savings in the cost of 


purchasing microfiche as oppo to 


printed copies. 
Seçtioh 9 (3), it will be iudei: 
requires the Registrar of Companies 


to publish, notice in the Gazette of the . 
receipt or issue of all certificates of . 


incorporation; alterations in company 


- memoranda’ or articles; changes. in 
directorships; annual returns; situa- 
tion of-registered: offices; winding-up. ` 
orders; |orders for dissolution of a 


company; and'liquidators' returns of 


Gazette. ‘supplement will comprise, in 


date order of registratión or incorpora- B 
tion, the| name of each: company, its . 
number, and an identifica- | 


registeré 
‘tion: letter to indicate the type of 


' docume p 
In dein of Gazette püblication, 


i 
“it has b en pointed out, companies ' 


will not be able .tó ‘ely, . as against 
third p 
or articles, changes in directorships, 
annual r turns or winding-up orders. 
For further details of the documents 
specified in section 9 (3), it will 
continue to be necessary, as at present, 


o 
"^ to ae the company’s official file .. 


at Comp jánies House. 


Documents ‘lodged with . the 


Revistrar of. Companies in Scotland / 
. will be noted in a similar supplement. 
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ery in the United States, . 


tings in winding-up. The : 


ies, on changes in memoranda - 


gr Ross Bros. & . 
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at 


ships throughout ie World, und to - 
practise under-a single name as soon 


as circumstances : permitted: “It, was... 


then thought that hat Sir Henry 
Benson, G.B:E., F.C.A., senior. partner.in 


Cooper Brothers, described as ‘a 
logical step reflecting the international 
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practice, in- common with associated 
management -consulting practices 


‘throughout. the. world, will adopt the 


name of P & Lybrand / Assóci- 


; ' ates: 


l Financial NGC SMS, in- 


nature of the organization’, might be ` 


taken in about,ro years; in the event 


it has taken some-17 years to. achieve. 


. The English. finm was founded in 
-1854 by William Cooper, and though 
he was joined. later the same year by 
his brother Arthur, the firm's name 
remained. as "William. Cooper until 


'^1857 when it was changed to W. & A. 


Cooper. | Another brother, . Francis, 
joined in'x861 when the present title 
of Cooper Brothers & Co was adopted. 
A fourth brother; Ernest, was'taken 


into partnership in 1864. 


The firm's S x d consulting 


1 
t 


the Unquoted Company | 
PPORTUNITIES. for the 


medium and small company are. 


often conditional upon knowing where 


to look for the chance to expand, how 


‘to evaluate the opportunity and, how 


to finance.it. Next month's residential: 
course of the London and District 
Society of Chartered Accountants 
offérs the answers to these and. a 


number of other related problems from 


a panel of aes experts in this . 


- field. 


JALUATION of. home bred cattle - 


for tax purposes is based, by virtue 


‘of a convention agreed between the 


National Farmers’ Union and the 


Inland Revenue in 1942, upon: a‘ 


certain percentage of market value.as 


actual cost cannot be ascertained. Since 


September 1947; this figure lias been . 
/75 per cent of current market value. 


‘In. view, of-rapid increases in the 
autumn -of 1971. onwards,: the gap 


between ` cost 


taxed on an unrealized profit. on their 
livéstock, The NFU accordingly raised 
this matter with the Inland Revenue 


discussions, it has now been agreéd 


that the cost of home-bred cattle can 


be estimated at 60 per cent of current 
market value. For sheep and pigs, the 


fraction remains at 75 per cent.. 
It should be noted that this agree-. - 


ment is a rule-of-thumb method of 
valuing livestock, rather than a hard 
and’ fast’ rule. Tt bas not applied in 
‘cases where 75 per cent of market ` 
value would not give a reasonable, - 
estimate oflcost — for example in the 


case- of pedigree stock, where a lower 
: figure is generally appropriate. More- 


over, it has always been opes to any 


t we 
q + a - b , Å 


Some vacancies are still avistable- 


“Valuation of Livestock 


A to degande some. other 'satis- 


"factory arrangement with his Inspector 


of Taxes for evaluating the’ cost of his 
livestock. | 
"Details of the. new agreement have: 


. been publened by the NFU as follows: 


- a reasonáble estimate of cost where the . 


market prices of cattle from the . 
and market’. value. | 


widened, and farmers who had adopted. 
. this convention were liable to be 


- early in 1972 and, following a series of _ 


at 
` 


(1) The cost of cattle i 18 to be sunadi 
at 60 per cent of the current-market 
.value of the. animal at the date of 
valuation. . 

` (2) The new figure of 60 per cént is to 
be adopted in the first ‘closing 
valuation made on or after Sép- 
tember 3oth, 1972, and in sub-- 
sequent valuations, the old figure | 
of 75 ‘per cent remaining in force 
for earlier valuations... 

- (3) The estimated cost:.per head of 
animals of any particular -class 

- calculated at the first closing valu- 

|. ation made on the new basis shall 

. not be less than the figure adopted 
for'animals of that class in the 

'. opening valuation for the same 

“ account. 

KON The figure of 6o per cent will 
continue to apply unless or until it 
is altered on^a review (for which 
either side. may ask) because of a 

.. substantial change in the ratio of 

` ‘the cost to market price. : 

<8) This agreement applies .to utis 
only. It does not apply to home- 
bred sheep and pigs, the:cost of 
which will continue to be esti- 

.. mated at 75 per cent of the market 

. valué at the date of valuation. 


1 ie iE 








i 
* + 
` * 
r 
" 
5 7 
s 
i 
- v a 


| on this course, which is being held at 
the Grand Hotel, Eastbourne, from 


| Thursday to Saturday, February 15th— 


17th. The conference fee is £45, and 


. applications should be addressed to. 
* ‘the Society at 56 Goswell Road, 
. . London EC1M 7AY (01-253 4518). 
: Members are reminded that ladies ` 
. are also welcome on this occasion. The 
^, programme includes an informal cock- 
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sufficient support 18 shown, it is hoped 


to arrange an excursion to Glynde’ 


House and (if time permits) the 
Merrydown Winery. 


Finnish Institute’ S 
New Officers . 


R ERIC HAGLUND has been 
elected President of KHT- 


Lach WR m E l January 18th, 1973 i 


nish’ accountancy l body, for : 1973. 


Other officers for 1973 are: 
Vice-President: Mr Esa Hietala.” 
Members of Council: Messrs Heikki 
Koskelainen, Henry Lind, Nils Nylund, ' 
Mauno Sihto and Joe Sundholm. 
Secretary: Mr Ake Ammondt. ` 


The new President has "ben a 
member of the Council for several 


years, and became XEM in 


1971. 


.: tail party on the first evening and, if 





. THIS IS — LIFE | | "T 
` Problems of Liquidity 
- by An Industrious Accountant 


| managing director looked again at the pension fund 
portfolio and rubbed his chin reflectively. The year-end 


- schedule of cost versus market value looked as hangdog. 


¿as ever. We'd have done better to stick to gilts from the 


. beginning; at least we'd have got nearly 9 per cent tax free, 


. and they wouldn't have plummeted like: some of our 
_ equities. 
~’ “More properties, he said again; at least they should es- 


. -calate in EEC. More land, I repeated ; at least nobody's: 


making any more of it and moon sites won't bring down the 


. ^ market price.'We phoned our stockbroker for his latest - 


thinking, but we never really expect anything startling 


| from him. 


+. We could hardly take the ultimate step of xoo per cent 
; liquidity, I reflected. Deposits in the banks, tin boxes of 


tenners up the chimney, bags of sovereigns under. the. 
. After | 


-> floorboards, diamonds in our padded waistcoats. 
` all a prudent accountant must plan for the extreme emer- 

. gency, be it galloping inflation or invading tanks. 
I could almost see Samuel Pepys grinning wryly across 


 ".the table. He faced the problem in his time. When the. 


Great Fire of September 1666 raged near his house - ‘a 
most horrid, malicious, bloody flame’ — his liquidity saved 
‘him. By moonlight he brought ‘much of my goods into the 


-garden and did remove my money and iron chests into the 


cellar, as thinking that the safest place. And got my bags of 
X gold into my office, ready to carry away. Later, after ‘riding 


E myself i in my nightgown i in the cart', with his friends Batten 
." and Pen, he dug pits in the garden for their wine and. 
Parmesan cheese, and ‘all the papers of my office that T 


F could not otherwise dispose of’. 


As the disaster spread, there were other journeys ino 


5 lighters on the Thames; hunger and devastation, and tales 
. of- heroism and knavery. But Sam remembered always 


. his duties as'a professional man; on September 8th, 'to. 
^ Bednall Green by coach, and saw all well there, and fetched. 


away my journal- -book, to enter for five days past’. 


-Yhdistys-Féreningen CGR, the Fin- l 


He timed his work well, and could record pleasedly how 


` his colleague, Coventry, ‘came tó me and found me, as 


- God would have it, in my office, and people about me setting, 
‘my papers to rights’. In other words, a jolly good public 
relations exercise, what? Then he hired a group of labourers 
to get bis wine out of the ground again and set it in his 
cellar, ‘but with great pain to keep the porters that carried 
it in from observing the monéy-cheste there’. Clearly, 
liquidity detests publicity. 

A year later, in a disgraceful episode of national córrup- 
tion, panic and incompetence, the Dutch fleet were in the 
Medway and de Ruyter was in the Thames. This time 
Sam decentralized. He sent his wife and father off by . 
coach with {£1,300 in gold in their night-bag, scattered 
other valuables among his friends, and ‘also made a girdle . 
by which with some trouble I do carry about me £300 in . 
gold about my body'. He must have looked well-fed! 

The troubles blew over but he had a shock awaiting him. ` 
‘My father and wife did bury the gold on Sunday in open 
daylight in the midst of the garden, where for aught they 
knew many eyes might see them, which made me mad.’ 
Talk about unhidden reserves!  . | 

So we'll wait for our stockbroker to look into. his SEN 
ball: 
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T. s “Finance 
Offices in the UK. We set a lead in the H 
intro uction of new pension policies to ouses 
meet the changes required by the 1970 © . | 
Finance Act. We dre ready to meet the ^^| — . Shops 
1 challenge of the new Social Security Bill. . 
We can give you the highly expert advice: ^ 
that you must have in deciding what to: Offices | 
do for your employees. Let us help F ct 
e Managed Fund where an. equity P as 
investment service is needed. a. e Jats 
E Highly qualified pensions consultants 
sates throughout the UK. | 






GRE are one of the largest Life 
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e di aem against inflation: - 








Contact the Manager, Kanes Department, 
: = atthe address below. 
Wri te now to the 


Se es Manager bur a É qd Lombard | 
E ployers and employees pe | . North. Centr al 


gel a good deal from Bankers 


Head Office: Lombard House, Guizon Street, 
London W1A 1EU. Telephone: 01- 499 4111 
Regiónal Head Offices at Birmingham 021-744 8677, 


- Brighton 0273 507161, Bristol 0272 294961, i ga 
Roya XC ~ -~ London 01-349 3131, Manchester 061 - 428 9951, 
‘ Rotherham 070971144 | 


) Assurance ange |. = A member o the National Westin Bank Group 
Roy Bechonus London M 3DN J| | E 
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We are property investment 
consultants and advisers 

on the sale, purchase, valuation 
and rating of commercial 

and industrial property 
throughout the United Kingdom 
and in Europe. 


Debenham Tewson ; 
& Chinnocks | 
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‘Many kündrerds BE accountants E found the right job 
through this useful service. Our information centre {near ` 
. Moorgate Station) provides details on jobs. prospects and . 
client firms. Consultants are always available to discuss 
x your requirements and to offer expert advice. « 


“Maw STATIONERS ccv . FREE LISTS OF VACANCIES - 
i ‘COMPANY AGENTS. .- t 5 gor will be.p ted to. SUR you can. drop. in and - without. any - 


pa. vu “formcfilling Z study the classified registers. Over 500 vacancies - 
. Draft Memorandum and: Articles Pur. : in the U. K.: and ‘overseas offer you the widest choice. Ring- 


supplied by return of post - (0.3 f for relevant list] > E feos 


Company Seals and Books . "C. 1. IP. Public Practice: L. Kelleher, 01-628 4550. L 


‘Notepaper,. Bills, etc., printed VN FT More than 300 Professional firmis utilize, our services in’ 
Rubber Stamps - . owes er a engagement of all grades of staff from -Articled ‘Clerks ` 
p We 77 _ to Partners. Salaries: ey Ore upto. 


| All office requisites = PUP £009. ^; 


| READY- MADE COMPANIES M / Commerce and Industry: R. Thornhill, 01-628 8860... 
4. m i . Vacancies cover the whole ran from Trainec. to Financial | 


. E p ., Director. Salaries: up to £7,0 Tes 3 
eU us aa a oa of . Temporary Staff: M. Farrer, 01-628 0391: T 1 
inclusive NE M S i Terms are better than is usual for temporary assignments. . 
' | “EMPLOYERS: Oüur register of candidates lists hundred: of. 
accountants we have interviewed in depth, and perhaps one. 


of them is the man you seck.. To find out ring me now and ` 
I shall let you know. within the hour.” Ao a HS! 


Sor | ERE 1.1 .  R: Thorabi 01-628 8869" 
. 38/40 FEATHERSTONE STREET "NT. a vr MEL x fi 
LONDON ECI ~ "P S E 


01-253 2977/8/9 and Telex 262687 us e l - RICHARD OWEN. ASSOCIATES. - 


-— 


L 01-251 0344 Uu inen I a t ERE . 47 Finsbury Cont, Finsbury Pavement Tonton ECA IHT ` 
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Inte rnal Audit i in Local 





Government | E 


by — BOWDELL, B.Sc.(Econ.), F.IL.M.T.A., F.R.V.A. 
Eres er of The Institute of Municipal Treasurers and Accountants 


` 7 
HE importance of internal audit has been recognized ` 
for a very long time in local government, certainly 


throughout my service with local authorities. It will be ` 


appreciated that local authorities are very extensive handlers 
of cash, which is received at a variety of establishments and 
offices; internal audit was first established to ensure that 
this cash| was properly accounted for, that fraud was 
detected| and opportunities for fraud were minimized. 
Along with cash went the need to control.stocks and stores 


and the ól her assets of the council. The process of internal . 


| auditing: ‘has developed a great deal since those early days, 
as I hope to demonstrate, in line with the development of 
financial administration and management in local govern- 
ment. . 

In the: majority of local authorities the responsibility 


for internal audit lies with the chief financial officer. My. 


own responsibilities are set out in the Westminster City 
Council’s standing orders, which are as follows: 


‘The City Treasurer shall conduct the internal audit of the 
council’s accounts and for this purpose he shall have access 
to the'documents and records of the council’s departments 
and- thé 
necessary.” 


. On noi occasion have my powers and duties as internal 
auditor’ hein questioned, either directly or through my 
chief intérnal auditor or any member of my staff engaged 
on audit; work. The complete independence of the chief 
financial officer in his role of auditor is accepted, and this 
is the rule throughout local government in this country. | 


New ideas 


In recent years new ideas on management have secured a 
firm hold. It has now been appreciated that the depart- 
mentalism ‘in local government which, because of the 
undoubted excellence of its professional leadership was 
regarded as a strength, is in fact a weakness..By con- 
centrating on the needs of specific services, insufhcient 
regard id been given to the real needs of the inhabitants 
of the area as a whole and the ever-changing structure of the 
population and its wants in terms of public services. Once 
a service has been established it has usually been allowed 
to devi 

Een 






of satisfying the need for which it was created. 


The substance of a luncheon address to members of the London 
Chapter bf The Institute of Internal Auditors. The views expressed are 
pereonal| 
ERE f Municipal Treasurers and Accountants. 
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right- to call for such explanations as he thinks 


op without due regard to possible alternative 


the author, and do not necessarily reflect the policies of The, 
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A wind of changé has blown through local, government in ' 
that many authorities are adopting a corporate approach 
rather than a service approach. 

Attempts are being made to define the real needs of the 
citizens, not in terms of refuse collection or provision of 
library books but in objective terms related to human 
welfare, improvement of the environment, law and order, 
leisure’ and recreation, etc. Once these objectives are 
defined, the possible alternative ways of achieving them are 
considered, which may invoke the use of existing, or 


.additional services. The overall limitation is of course.the 


financial and manpower resources available to meet these 
objectives both in terms of scale and pace. We are making 


tentative approaches towards measurement of results but 


you will appreciate that.in a service where benefits are 
often social and profits are non-existent this is no easy, 
exercise. . 


Management functions 


Along with this movement towards corporate action has 
emerged ja similar movement towards corporate manage- 
ment. Whereas in the past the head of each department was 
responsible to his committee and to the council for his' 
particular services, we are now seeing the creation of 
management boards of one sort or another where the heads 
of major departments form a management team presided 
over by a chief executive officer. These boards or teams act 
in a corporate fashion in carrying out the policy laid down 
by the elected council. The professional heads of depart- 
ments still retain responsibilities for the running of their 
departments and services, but no longer act in tsolation. 
There are many patterns of management structure in 
practice, but most tend to accept the general theory i in some. 


degree. 


. Management as such tends to concentrate upon planning, 
policy-making, consideration of alternatives and new 


techniques, but will not be successful unless basic standards 


of performance and efficiency are at least maintained. It is 
in this respect that internal audit has an important role 
to play in monitoring standards and performance in order 


to increase the effectiveness of management. ‘This monitor- 


ing of performance can only be truly effective if the internal | 


audit.is allowed to play a constructive role in improving . - 


both standards and the results of activities derived from 
management decisions. : 

It must be acknowledged that the role which. internal 
audit is permitted to play in local government with. regard 


~ 
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© to management variés a irent deal’ as- T aiffercat 
' local authorities.. In some cases, internal audit is allowed 
s complere independence and.has'a direct reporting responsi- 
.. bility to top management, while.in others it is restricted to 
its more traditional role:as a financial and security tool. 
` In recent years we have seen the emergence of management 
= service units in local authorities where effort is devoted . 
v. towards the improvement and effectiveness of operational 
E eee The borderline between the work of these units 
. and that of internal audit with management i 
*.-is naturally a narrow one... i 
(d pa I would suggest that there are certain minimum reqüire- 
“iments which must be met in determining the role of 
"internalaudit in a local authority: ` 


p f 2 The financial responsibility of chief officers in chárge of 
. departments should be adequately defined. It is common 
' practice to make a chief officer responsible for security, 
| „custody and control of the: cash: and other assets of the 
EN ^ service for which he is responsible. 
. (2) Internal audit should. evaluate and review all control 
i. . Systems as a regular process. — ' 
(3) Records ‘should be kept. of movement of: assets, beating 
. ‘and finance with supporting statistical data. The use of 
financial and statistical information 
oo. . investigation purposes. 
(9 Internal audit should be accepted as-an adio; service 
. not interfering with. line management responsibilities. 
» nsa (This, incidentally, has been difficult to achieve, having. 
ie e regard tothe traditional attitudes of service departments 
j to- regard internal auditors as a nuisance ang as amateur 
detectives.) 
(5) Internal audit must be ni as the- preteens T: the 
^. assets and interests of the local authority. This involves a 
2 ~.. continuous examination of activities in order to detect 
tis, ' fraud, misappropriation, irregular payments and losses 
due to waste, extravagance and maladministration. 


is essential ME 


, I have already said that the role of. internal audit varies 


considerat; as between one authority and another. 
^E believe that local government demonstrates the truth of 
-.the statement.made.in Professor Perrin’s article in. The 
Accountant for July 20th, 1972, that internal auditing i 1s 
“what you make of it. 
"Internal audit is traditionally regarded by oe govern- 
` ment as a finance function under the control of the chief 
* financial officer. However, as corporate management 
".Systems are developed and if internal audit is permitted. 
: Ji play a major role in management, I find myself in some’ 
`. Sympathy with the view that audit personnel should not 
, nécessarily be limited to accountants, staff trained in other 
, disciplines have à contribution to make, Nevertheless, as. 
*. the chief financial officer must necessarily be a part of-top 
4 "management, I see‘no reason why responsibility for internal 
“audit should be removed pen s | 


Cernton "er 

It might be of some interest if I were to mention briefly ` 
“the developments which have taken. placé in my. own 
"authority. Some eighteen months ago, as a consequence of: 
. alterations to the committee structure, we decided. to` 
reorganize the finance department. We created Separate’ 
divisions responsible for financial administration, related 
|. directly to the responsibilities of the various committees 
» and their service ee The whole of the financial 


J 1 


‘the organizational structure of local authorities: 


xb rdg to any one 'comrhittee or servicé is now. 
carried out in the appropriate financial. division. This has 
created 'a focal point for financial. support and advice ` to | 
' which ‘each chief-officer. or his staff can refer in respect of - 


` matters connected. with his' service. 


‘At the same time we disbanded the internal audit section. 
~as such. This does not mean that. auditing' has ceased to 
exist; it means that accounting and other financial work is ' 
merged. with auditing so thàt the staff have a dual function. 
I must confess to some trepidatién on being approached . 
about this system, but events have, shown that the finance - 
staff who are immersed im the particular work associated 
with. a’ specific service, and who have been trained iri an 
audit approach as well as in. accounting, do not minimize 
-the importance of the audit function..I should. add, of . 
course, that I still have. a chief' internal auditor and his 
deputy as members. of: amy central management division . 
whose task it is to ensure “that. audit i 13 being adequately 
carried out. i 

The expertise which is arai by staff who are 
concentrating upon a particular. area *of the Coüncil's 
activities has, I believe, improved’ the standard of control, | 
has made'an audit reaction automatic and continuous and | 
has not weakened the security provided by audit. 

Finally, I must refer to the relationships between internal 
and external audit. In my case thé external auditor is the ` 
district auditor who,. although appointed by the govetn- . 
ment, enjoys an ‘independent. role with wide-reaching ` 
powers of disallowance and surcharge. It is essential that 
the district auditor should be satisfied with the competence 
and efficiency of the interna] audit, enabling him to con- 


 centrate on the important issues. connected with the local < 
aüthority's 9 financial adiinistrátion. P ad 4e 


Commercial disciplines : IT 


In recent times we have been subjected to views, often: 
expressed by consultants who have been brought i in to. 
review management arrangements, that" because local. . 
government is undoubtedly ‘big business - in. terms . of . 


. expenditure, we should conduct our affairs on commercial 


lines. T am opposed to this idea as the objectives of local . 
government are quite -dissimilar to those of. the average 
commercial undertaking. 

: It follows, I think, that our attitude to internal audit and | 
its place in the administration has developed on ciently 
different lines, and the undoubted individuality of local . 
authorities 1s reflected in the variety of roles which. internal 
audit plays in local government. I have read, with consider- : 
able interest, your Institute's statement of the responsi- 
bilities. of the internal auditer, and J am pleased to find that 
the activities of local authority internal auditors do, by and ` 
large, accord to the principles which you have laid down, 
although as I ‘have-indicated,the overall scope of audit might”. 
well be'a. matter of degree. 

Local government takes considerable pride in its TEE 
integrity and its stewardship of public funds. Considering ' 
the scope of its activities, cases of fraud and misappropri- . 


. ation are few. and far between, although when they.do occur 
. they usually merit headlines in the national press: The credit . 


for this satisfactory situation must go to a large degree to; 
the effectiveness of internal audit as a protective element 1 in E 
FE 


f 
+ 


| = ` dob. n. Bo yd 4 Ere E Y H 
t + - > 4 x Toe e " Ee 
x - ‘ "E ut 


; ‘ £ $^ 4 & *y a * 
r i 7 ! z ZELLE j ' OS ie 


p 
ae 6 
t LI 
E d at ee Qo ` 
! e Ch Mos js 
E 
on 
ut i 


Nn" d Es : E * ' , ^ 
r ` t * ‘ z = i à 1 
. may res a E E RT. * 
d "m n ki . = L2 
` a J $c ; 
‘ ` 
E ` ^ 
- ` 1 . 
4 
2 " 
. t 


January 18th, 1973. 
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PROPOSED STATEMENT OF STANDARD ACCOUNTING PRACTICE 





è * "x 


| Accounting for d in 
Purchasing Power of Money 


This proposed statement of standard accounting practice is issued by the Accounting — 
Standards Steering Committee for comment by persons interested in financial reporting, - 
it does. not necessarily. represent the views of the Councils of the constituent accounting 


bodies of the ASSC. 


; PS i Comments should quote reference ED8 and be sent to the Technical Director, Chartered . 
| ! J» Accountants’ Hall, Moorgate Place, London EC2R 6EQ to arrive not later than July 31st, 1973. 





Accounting for changes in the purchasing power of money' 
attempts to provide a solution to one of the most difficult 
problems of modern financial statements. 

Inflation has a material effect on the published accounts 
of the majority of companies prepared in accordance with 
the normally accepted historical cost convention. Moreover, 
companies' accounts are affected by inflation to a varying 
extent; whilst most companies' profits after adjusting for 
inflation are likely to be lower than those reported under 
the present system, some may be higher. It is vital, that 
managements and users of financial accounts should 
appreciate the effect of inflation on, for example, profits, 
price strüctures, dividend policy and cover, borrowing 
powers," t emands for additional working capital, and the 
return on invested capital. 

Some companies already provide some of the necessary 
information, but most do not. The reasons are understand- 
able. First, so long as such practice is the exception rather 
- than the rule, there is little incentive for directors to subject 
their companies results to the more searching test implied 
by price- -level adjustments. Second, on practical grounds, 
directors a believe that the work involved in adjusting 


pee accounts for the effects of inflation is 3199 onerous. 


| 
PART 1- EXPLANATORY NOTE 


Introdu¢ tion 


N infi tionary environment has profound consequences for 

business operations; for example, conventional statements 
of profiti r loss and of financial position would often show a 
very different picture if presented in terms of pounds of current 
purchasing power. It is important that managements and other 
ancial accounts should be in a position to appreciate 
of inflation on the businesses with which they are 
, for example, the effects on costs, profits, distribution 
lividend cover, the exercise of borrowing powers, 





Contributions by readers to open discussion of the subject in correspondence or feature 


columns of The Accountant, are also invited. — 


, 
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Foreword by Sir Ronald Leach, Chairman ofthe Accounting Standards Steering Committee 


The first problem can be overcome only by the introduc- 
tion of standard practice. All quoted companies will be 
producing comparable figures, and no one company will 
be at an unfair disadvantage compared with others. 

As regards the practical problems of calculation, | can 


.say that a number of-companies both large and small have 
‘co-operated with the Accounting Standards Steering 
- Committee by ‘field testing’ an earlier version of this 


exposure draft. The comments received indicate that the 
amount of work involved is not excessive. 

The principles of the price-level adjustments proposed ' 
in the exposure draft are simple. Companies will continue to 
prepare their basic accounts as at present; however, these 
accounts will be supplemented by a statement containing‘ 
the principal figures from the basic accounts converted 


from historical pounds to pounds of current purchasing - 


power. . 
A separate guide to the mechanics of the conversion 
process will be published shortly. It is hoped that account- 
ants will find it helpful. 
Discussions have already been held with such bodies as 
the CBI and these will continue before an accounting . 
standard is issued. 


. historical costs should be convened from an aggregation of | 


historical pounds of many different purchasing powers into 
approximate figures of current general purchasing power. and 
that this information should be given in:a supplement to the 
basic accounts preparou on the historical cost basis. o g 


Scope _ 
2. While it is- desinible that all companies should provide 
information on the effects of inflation it is recognized that: 

(a) the advantages of providing the information are probably 

- of greater significance in the case of quoted companies; 

(b) the work involved in producing the information, although 
not great, -may be proportionally heavier for smaller ' 
companies; 

(c) there is-a need to phase the work of introducing inflation- 
adjusted accounts, which is likely to be greater initially 


- 


E ‘The historical cost convention . Aş 
Ta, The annual accounts.of companies are prepared substantially | 





" ys 74 
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than when once | established, 30 as not to cia ne 
‘accounting resources of companies generally.: 


" Acchrdingly, the practice ‘described in this-statement, whilst 


"` recommended for all companies is to be, regarded as standard 
P inii only for quoted Sopa i 


2 on the basis of the historical cost of the items dealt with. In 


— 


qe. 


g i: 


* addition, some ‘companies periodically revalue, some of their 
' assets to current values.. The effect is that items are recorded in 


tlie capital obtained. 


"4. This convention has the bu that the roda 
Historical cost is derived. from factual monetary transactions, 
and its. use helps to limit the number of matters within the 
accounts which are subject to. the exercise -of judgement, 


> however, that advantage is impaired where the purchasing . 


. power of the monetary unit. used changes end over a 
. period of years. ` 5 


- 


\ 
a : i 


;The need for. supplementary information. 
“5 The purchasing power of the pound, in common with other 


. currencies, has altered materially, and in recent years the rate - 


pu change has increased. There is clearly a need to reflect the 
. effects. of such ‘changes in accounting statements but there is 
„ debate. about the best method of achieving this object. 


6. It has beerí suggested that readers of annual accounts can 


make sufficient and suitable mental adjustments for the effects. 
.. of changes in the purchasing power of the pound. Such’ ee | 


ments however can be no more than crude estimates because: 


d the rate ‘of change in the purchasing power of money has 
not been constant; 


i á d (b) the effect ọf change im the. purchasing power Bi money will l 


us ^ vary between companies according to: 


(i) individual ratios of monetary. to von CHe dy items 
(for an explanation of these terms see paragraphs 17 to 
. 19 below); and 


acquisition of assets, incurring of liabilities and raising 
of capital. Ko ns 


7 Most users of.annual accounts outside a čompany will not 
."be in a position to make, the required adjustments for them- 
` elves. Only the directors of:a company are.in a position to 
“provide. suitable information to enable users of accounts to 


‘understand the effects of inflation on the results and financial 


„positon, "2E TEE, : ds 


tw 


n The proposed method compared with other 


"methods 


) 8. The method proposed in.this.statement (the T pur- 
~ "chasing power method’) shows the effects on annual accounts, of 


- inflation only, that is of changes in the general purchasing 


"power or value of money. It does not show changes in value due , 
|? to changes in other factors such as technology or market pres- . 
. sures, and therefore does not introduce other concepts suchas . 


`` replacement costs or current values. Replacement cóst account- 
: ing and current or fair value accounting are concepts which can, 


A 


‘and do, exist separately from the concept-of general price-level 
ee adjusted accounting, and.they, will continue to be discussed’and 
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(ii) different patterns over. the course of time in the; 


into those in 
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gene. for the pesticular’ purposes for: which they are, | 


. Mim 


9. The general suuin power method retains the vane 
ages of the historical cost convention mentioned in paragraph 4. 


and produces figures which are reasonably comparable between 


companies and over the course of time. . 


10. The practice sometimes. adopted" of adjusting Some te items 


‘only (e.g., fixed assets and depreciatiori) can be misleading. It i is 


therefore proposed that all material items in quoted companies’ ~ 


accounts should be converted, including loan. capital and other. ` 
monetary items (see paragraph: 17). The conversion ‘should be 


-terms of the purchasing power of the pound at the date when by means of an index of the general purchasing power of the- 


zn "the asset was acquired or revalued the liability was incurred of 


pound, as such an index is more ‘appropriate than indices 


.. Measuring changes in specific prices, when the DUIpose is to 
., measure changes in thé value. of money. 


fos 


Summary of the principal aspects of the 
statement of standard accounting practice 


IL The main features of the standard are: 


(a) companies will continue to keep’ their records and present -- 
their basic annual accounts in historical pounds, i.e., in - 
terms of tle vàlue of the pound at the time of each 

^ transaction or revaluation; i 


(b) in addition, all quoted companies should present to te 
shareholders a supplementary statement in terms of the 
. value of the pound at the end of the E to which the 
accounts relate; > `. i 


(o) the conversion of the AO in M basic-accounts into the 
~ figures in the supplementary statément should be by’ means 
of a general index of the purchasing power of the pound. 


-— 


12. The form of the supplementary statement is a matter for 
the directors of the ‘company to decide, provided that they 
conform: to the standard accounting practice (part 3. below). . 
There are a number of ways in'which the information required. 
may be shown. An example of a possible presentation. is given. 
in Appendix 1. This example inclüdes-some useful ratios as the 
effect of changes in the purchasing power of the pound on them ' 
may be even more significant than on the er absolute 


figures. 


| 13. Ít might be`argued that the M dion of bóth'a set of 
basic. historical cost accounts and ‘a supplementary: statement - 

adjusted for changing price levels would be misunderstood. . 

However it is considered that the advantages of the additional `. 
information obtainable from the supplementary statement far 
outweigh the ‘disadvantages of any possible misunderstanding. 
Moreover the standard requires the directors to’ provide in a 


| note to the supplementary statement an po pianation of the basis ` 
‘on which it has been prepared. 3 


14. It will be necessary for companies to continue to present | 
historical cost accounts becáuse many legal and contractual — 
obligations are implicity based on the use of HENES PEU 
in such a manner. 


15. In addition to the T note mentioned 3 in para-. 
graph 13 it is open to directors to comment on the significance 
of the nt in the Coa statement. 


+ 


Monetary and non- monetary items 


16. In tein ie fears in the basic histones cost accounts 
e supplementary current ‘purchasing power 
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;Statemea a fundamental distinction: 38. drain, betwee: ` e: ST ag. "the à ‘consumer: price. fadex i Is, ‘however, ‘computed’ only :' 
(à. m éta ite said 200 d nw AN E ually : and: i8 an. average for- the year As the. financial year- , i: | 


» ds "endi Of ‘companies, vary an: index numbér will be required for. l 
= each. ‘month-end. - This “car be^ obtained ` E reference. to; ae d 


. I7. Mi netary items, are ‘these ‘Shee aimee: are. xed: Bs y SPP P ropr riate monthly- index of retail. prices. ` 


contract tor otherwise, in terms of numbers of pounds; ‘regard--,. 


we 
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(B) 2 mionetary items. i A Ai 


a ne jJ, 
P» 


25. in ‘the! ‘Republic of Ireland the consumer + price T. : 


^y i 


EY 


less of changes i in. general price levels. Examples of monetary, - 


' items, are cash, debtors, creditors and loan capital. Holders. of: .. produced : by the ‘Central: Statistics Office; Dublin. Where a. 


‘should be taken to refer to the: quarterly consumer price index v. 


monetary assets lose general. purchasing power during'a period `: „company’s: year-end falls at a date other than.that to which the: 
of inflation to the extent that any income from the assets does `- index. is compiled, it will be necessary to interpolate. the values 


not adequately compensate: for the loss; the’ conversé applies. . 


.of: the- index" to TEPORE to the, value at. the: a ’8 


+ 


tö those having monetary, liabilities; A company with a. material", year-end: : "Lo. Mx E 


excess oh|áverage over the year of long-:and short-term debt. 
(e.g. debentures and creditors) over debtors and. cash. will. 
show, ini supplementary current purchasing power statement; 
a gain in purchasing power during the year. 
, real gain to the equity shareholders'in, purchasing’ power it las ’ 
` to be appreciated: that there may be circumstances in which it; 
' will be accompanied by a. dangerously illiquid situation or: by-: 


excessively high gearing, and. for this reason any such gain - =, DOUG, 


should: be shown’ as a separate: figure.) . 
18. No -monetary items include sich assets. as ‘stock; plant 


ilst this.is a 
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“PART 23. ‘DEFINITION. OF TERMS. 
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. 26. Monetary, items are assets liabilities, Or capil the amounts. 


of which are fixed by. contract or statute in terms of.numbers 
: of pouncs regardless of changes i in, the purchasing ds of the. 


C s 


` 27. Non- -monetary items are all i items s which « are not nh 
“items, with the exception of the total.equity interest (Le. share 


and; buil ngs: Holders of nón-monetary assets are assumed ` capital; resetves and retained profits). The total equity interest. 
neither, tó|gain nor to lose purchasing power by. réason only. of: is neither | a monetary nor. a non-monetary item. 5v 


28. ‘Conversion: js. the ‘process. of translating fara Eon : 


inflation: ‘changes. in the price of these: assets: "will tend: to, 
pound | e for any MO in m und power of the : 
pound. ` 


- Ig. The owners of a company "g eu éapital hiave tlie RUM 
claim on: its net, monetary and non-monetary assets. The equity 

interest, is therefore, neither a monetary: nor a. OR Honey. 
dtem.. l|. 
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The con ersion process > .- 


co verting from-basic' historical cost accounts to. pile: 


20. In’ 


. y 
"TA . 





. (4) moHetaiy items in the lanes sheet at the ead of the. 
peri d remain the same; 


- (b) non monetary“ items are: increased dim proportion to ‘the 
. - inflation that has occurred. since their acquisition -or 


P à r s` 


, historical pounds to .póunds of current purchasing power.. 
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"29. Updating i is the; ‘process of translating figures of an éarlier `. 


. accounting period from pounds -of current purchasing power | 


at one date to. pounds. of current purenasing PON at another, ic 


later, date. ies ee 


E 30. Basic’ accounts are ‘those prepared. substaritially i in acéord-^ 


rent pene payer statements for any pu i 


revaluation (and cónversely, reduced in times of deflation). ., 
: 4 21. In the conversion process, after i ‘increasing non-monetary“. and Commerce of the Republic of Ireland under the S panis, 


itens- by; the amount of inflation, it'is necessary to. apply the ` 
‘test of lower of cost (expressed in pounds of current purchasing ;. 


_ power), ah nét realizable value to relevant current assets, e.g., p. TN. 


stocks, an further to adjust the figures if riecessary. Similarly, " 
. after res ating fixed assets in terms of pounds of current pur- 


chasing p wer, the question of the valüe to the business needa, 2 ‘PRACTICE. . CEN UEM UE 


be review in that; context and próvision made if necessary. 


. been revalued ‘and/or some or all current assets t are shown ` at. 
estimated realizable value. ` CEN 


"Ar. Recognized stock exihange has the: meaning: given t “to it by. 
ae Companies Áct 1967 (i.e., ‘any body of persons which is for: 
‘ the time being a recognized-stock exchange. for the purposes of . 
the. Preyention “of Fraud (Investments): Act 1958’) together 
with the Belfast Stock Exchange, which is'recognized under, the. 


- 
i 


ÈN 


Northern Ireland Prevention of Fraud (Investments) Act 1940; 5 


and any stock exchange prescribed by the Minister for, Industry: 
= 23 (at. aa this-is the Irish. Stock Sen 
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"Scope of this statement. £ of 
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22. In i plying: these tests, and during the whole’ process t. -32. This accounting standard. applies: to the. published anda 






current p | rchasing_ _power statement can 
approximation, and it, ie pone: to ‘strive. for. over-elaborate.. 


- . i ri ae «i 
n" v i i ats pE 


: E : 


"Index t ibe used AN Ec Putus dam PES 
23- "The i 


consumer; 


Office. The consumer price index was chosen. in. reference to- 


the index] of retail prices: ‘because the: former, à més 


, it is important to balance the effort involved against: accounts. of.companies having a quotation on a recognized stock ' 
of the figures concerned: The: ‘supplementary: "exchange. But the method of presenting the effects of. changes K ; 
be -no more: than an: ; in-thé purchasing ‘power’ of money which is described is capable . " 


‘of ‘application. to every type of business, and its general adoption ` 


i8 recommended -as good. practice. in the: niet of more- 


. inforinative, reporting. ° = "X X e a gs 


E 


a 


“Accounts to: be restated in B supplement 
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dex used: in TM conversion process 5 should be he 33- All accounts laid before the members. óf ‘uoted coripatiles 
price index produced by* the, Central: Statistical. “ in general meeting: should be supported by a supplementary 


statement showing. in terms of pounds of. purchasing power at 

. the end of the year to. which the accounts relate the financial 

E gos at that date and the results for the: ee l 
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;, ance with established conventions on the basis of historical ~ 7 
"i. cost and include those in which some -or all fixed assets DAVE i 
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E "The. supplementary statement T be E by 
converting the basic accounts.by the application of the consumer 
price index a8 described in’ paragraph 38. The supplementary 
' statement need not give a converted figure for each item in the 
, basic accounts but may be in reasonably summarized form. The 
" supplementary statement should contain separate figures, if 
material, for depreciation and for the loss or gain on holding 
“monetary items (i:e., the net loss or gain in purchasing power 
E from the effects of inflation on the. company's net 


AE “monetary assets or liabilities). 


.' consumer price index, which is an annual average. published 


- 


35. In the case of a "quoted holding” company oeni 
group accounts in‘ the form of consolidated accounts, the 
supplementary, statement, need deal only with the consolidated 


- accounts. 


. APPEN DICES - 
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- 46. The A statement sigald contain a note 
outlining thé method of conversion used including the tteat- 
ment, ‘of accounts originally prepared i in foreign currencies. 


37. The auditors should apes on E supplementary state- 
SERERE 


é 
-— 


Ande to be asad MN m 


38. T'he index to be used in the conversion process should be 
the consumer price index produced by the Central Statistical 
Office. For periods or dates when this is not available the’ 
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| Appendix 1 This appendix is for general guidance. and | 
' does not fotm part of the proposed standard. accounting 


-" practice. 


— Example of the — of a supplementary 


current, purchasing power statement . r 


or 
& or 


~" pa 
t 


“The example has been prepared in order to- illustrate how" 
the figures of a. company may be presented in the supple- 
“mentary current purchasing power statement. It is. not 
intended to be.a step-by-step worked example of the 
. calculations involved. The NOME s are’ not necessarily 


typical. n . m 


Sinan of. results and financial position aciualse for the effects of 
inflation (note 1) ! 


em £x H 


. Current general. 


EN ` - . purchasing 
` Historical basis power basis . 
f£'000 AX £'000 f£'000 — £'000 
/ > Lastyear This year This year ‘Last year 
E A (7) (2... @) (4) 
- Results for the year : ou) 
Sales mou 1,920: 2,110 2,190 2,134 
5 ; pum nl ——— AAA poesien d 
l Profit bon ‘taxation l : 
(note 2) 205 215 17b . 195 
Taxation 82 B6 86° ^ | 89 
- Profit after taxation 123 129 . 89 106 
SDIMIGOn OR E .60 60 - 61 65 
je - Retained profit forthe ^ ^^ = = * © - SE 
‘year 63 |. .69 . 28^ 41 
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yl 


d ‘i " A A E 
ntc 
. . 
» 7 - inn or 
Xe 4 * 
Pt ^r Pf -` 
r . 
i Y x A mot í 
1 . * * Ed 


: yo 5 
LI hi = 
wo P ' NC 
- b ^ Pul i 
* 
- 
P 


` Januäry 18th; 1973.“ 
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once a ‘year, siaud be adjusted bs peices to the dide: of. 


retail prices which is produced by the a 2 pie ; 
ment monthly. ` : 


39. The figure for the consumer price index at the MUN i 
and end of the accounting period should be shown i in a note. 
to the oppien statement. 


Corresponding amounts . 


40. In all supplementary statements, except the first, prepared i 
in accordance with this standard, all corresponding . amounts 


. shown for the preceding year should be ‘updated’ (see definition - 


paragraph 29) so that they are restated in terms of the pur- . 


| chasing power of the pound at the end of the year under review. 


41. It is not necessary to provide corresponding amounts in 
the first supplementary statement produced in accordance with 
this standard, us their provision is recommended. 


I 


Date from which effective 


,42. The method of accounting for changes in the dass 


power of money set out in this statement should be adopted as - 
soon as possible and regarded 'as standard in respect of reports 
relating to accounting periods starting on or after [a date to be 
decided on later. This date will not be-earlier than January Ist, 


1974]. Z4 


Current general 


- 


» l MT .. . purchasing 
i i Historical basis ‘power. basis 
£°000 - £'000 £'000, © £°000 
Last year This year This year Last year 
| S dk we 32) dy (4) 
Financial position at . Rs i MS , 
end of year VENUE 
Net current assets 490 556 b61 . ^ 3533 
Fixed assets, less de- - B IET E a i 
preciation ". 3 558. 566 700. 714 . 
1,048 1,122. 1,261 . 1,247 
Less: Loan capital i l l 
(note 3) ' 200 200 200 — 216 
peor taxation 39 44. 44 42 
—— 239 —~ 244 —— 244 — 258 
Total equity interest 809 878 1,017 989, 
Ratios " i m 
Earnings per share (p) : 7 * 
(based on 500,000 E 007 
shares in issue) 24-6 25-8 17:8 21-2 
Dividend cover (times) ` 2:1 2:2 1:5 1-6: 
Return on total equity 15-2 14-7 8:8 10-7 
` interest (per cènt) aa LN" 
‘Net assets per share (£) 1:6. 1:8. 2-0. 


2-0 
Notes Í ' i , 
1. The figures i in the current general purchasing power. büsis columns . 
were arrived at by converting the corresponding figures In the historical 
basis columns by .reference to the changes in the consumer price 


_index between the dates of the original transactions and the end of. 


‘this’ year’. The current general purchasing power basis figures for 
both this and last year are measured in pounds of purchasing power 
at the end of ‘this year’. The consumer price index at the end of tliis. 
year was 139-3 and at the end of last year was 129-0. Both gus 
are based on 19- —100. ; l l 
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2. Profi t before Taxation 


How the difference between profit ón a historical panis and on a current | = 8 
00x ;reyalued; 


general p renesing pawor basis is made up. ^. 
e ; This year 
Profit bafore taxatlon ` — f£'000. 
(historical basis) , 5 —..5:. 7 25 
ent to convert to current ` ` D 7 det " 
purchas ng power basis © . > s; D ' 


EA = us E 


` Last TP 
f 000, 





Addit onal Gháide: bison on restat- 
ing 


of current purchasing power, thus 
taking the inflationary element out ` 
of th profit on the sale of stocks .. 

. Dep eclation 

Additional depreciation based on 

` , " cost, measured in prd iai. 

,/ purchasing power.of fixed assets . jua $95 
Monetary items 7 : LEE aia, he 
. Net ‘gain in purchasing power re- . ME m 

- guitini from the effects of inflation 
on t Ə DERE net monetar 


‘are. increased by the change HE 
index between the average E SER E M. 
date! Bt which they occurred and E IN 
- the end of the year. The adjustment ` ; 
- increases profit as sales exceed the ` APR 
costa included in this needing T (9) 7C 





Profit: Before taxation ' 

(current general purchasing power basis ' 

at end of year under review) . : 
Adjustment ‘required to update ‘last’ 
year's profit from last year’s pounds 
to this, a S pounds: 


- 


(current general purchasing power basis Sag G 


Profit ine: daxatich 
, atend o 175- 


his yesan 
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3. The loan capital: át the beginning of ‘this year amounted to £200,000. 


£200,000 at the beginning of this year is equivalent In purchasing: 
power to £21 6,000 at the end of this | year (because inflation has been ' 


8 per cent during the year). As the company's liability to the providers 
- of loan capital is fixed in money terms this liability has declined during 
~ "the yearjin real terms from £216,000 to: £200,000. This reduction'of 
. £16,000: in the company's obligation in terms of current purchasing 
power i$ included in the. net gain on monetary items of £1 2,000 
:shown in note 2. . 


. Appendix 2 This appendix is for: general "mm and 


does not form part of the proposed standard accounting 
` practice ; 


Outline of the theory of conversion TO basic 
‘accounts to supplementary current purchasing 
power statements : 


The th 
BN. 


* x 


E 


ry of conversion may be divided into three basic sthges: 
res for items in the balance sheet at the beginning of the 


year aré |converted into pounds of purchasing power at the end” 
- bo 1971. s € n UN 


of the year as follows: 
. (a) ih items are adjusted. for ‘changes. in die pur- 


ing power of the poùnd, since they were acquired, or 


alued; . 
|) mi etary items are adjusted for any ateral hanged in the 


“pr Chasing power of the ponm since the Et of the 





"T 04. 4 ` ^ 
ov i ^ - s a 
- x (t . Pu E 
tar us at um 
“ACCOUNTANT uec oa 
. S jee r” 
aiie E ` : P 
aa r 
we M d 
7 ` 
, 
- r ká 


: -205 i 


e cost of stock at the begin- | NC 
ning, and end of the year in pounds `’ IM ee oe 


2 ae The’ difference between the total : equity. interest in the. 
l converted balance sheets at the beginning and end of. the year 
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m De i^ ur i = E 7 M ut cf FoU 
es (ay Eo once items. are adfiaied’ for changes in nike: pur: 
chasing poe of the Poup since’ they were acquired « Or 


t 0) monetary’ ‘items -are, by Ed already NT in 
- , ,' terms of pounds of purchasing power at the end of the year, 
`” and therefore require no conversion. 


The figures for nón-monetary itenis after conversion need to'be 


|... reviewed, iri tlie case of stocks, in the light of the test of lower of 
"+" cost (in pounds of purchasing power at the end of the year) and ` 


net realizable value, and' in the case of fixed assets in the light of 
their estimated value:to the business. It may then be necessary ' 
to make appropriate provisions against the converted figures. - 


(after allowing for dividends and the introduction of new capital), ` 
is the profit or loss for the year measured in pounds of purchasing ` 


| power-at the end of the year. This profit or loss can be analysed 
by producing a profit and loss account including figures expressed 


in pounds of purchasing power at the end of the year for as many , 


/.. of the items in the company’s basic profit and loss account as is -` 


desired. In addition to these items the converted profit- ‘and loss . 
.account will contain a figure, if material, for the net loss or gain. . 


.^in purchasing power resulting from the effects of inflation. on the 


company s. net monetary assets or liabilities. 


Appendix 3 This appendix is for general guidance and 
does not form part of the Rd standard accounting 


r practice. E 
“CONSUMER PRICE INDEX (1963-100) '. 
Zs .".  -. Percentage un R 
Ee increase over 
TN the previous. - í 
Year ., index r yaar Factor* , 
1946 | 545 " \ 2-72 
1947 - 58-2 | 68 2-55 
1948 . 62:7 7:7. 0237 
'. 1949- 64-2 24 2:31 
1950 : ' 66-0 - 28 2-25. 
1951 ' «7 — 72:0 | 91 2-06 
1952 . 4. 76-3 6.0. 1:94 
(71953 . | 77.6 1:7 1:91 
1954 79:0 ‘ | ^18 1-88 
-1955 - 81-7 34. 1-82 
1958. 85-3 | 44 174. 
«1957 - 88-0, , / 3-2 1:69 : 
1958- 90-4 2:7 ` 1:64 
"1969 91-0 ' 0-7: 1:63 
.41960  : . 9139 10 1:61 
1961: ^ '94-6 2-9 : " 157 
.1962 . - 982 . 38 . 1-51 
1963  . . 1000.  \ , 18 1:48 ` 
.1964 `: 103-3 3:3 ,1:44 
1965 4080 7 0575 45 . 137 
1966 . 71124, Aa 3-8 1-32: 
.1967 e 114-9 Q4 .25,.. .129-— 
1968  . `: 12011 4-5 "T24. 
/.1969 ^ ` 126-5 ` d 5.3, - 4147 
- 1970 133-3 5-4 -1:11 
-1971 7 143-6 l 07 337 1-03 
1971 (December 31st) 148-4 (estimate)t 1:00. 


*.The factor by which expenditure would have to be multiplied to 
convert it into pounds of current purchasing power at voce 31 St, » 


1 This figure was arrived at from the following data : 


| -Consumer price index for 1971 . —-143-6 i 

- -~ ~ “Average index of retail prices for 1971 «153-4 
Index of retail prices (December 1971)—158-1 
‘Index of reep prices (January 1972) —159-0 


“as follows: 23 
Qo do i 443.6. 158-1--159-0 
el PA TT ——————— (62-1484 € 
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~- The purpose of this article, the first of two designed to describe the Way in which computer 
users can ensure that their computer system is effective, is to outline in turn the role that 

. computer users should play in controlling the preliminary design of a new computer 

^ system, the detailed design of the new system and conversion to the system. The second 

. article will consider the regular operation of a computer system. ` 


pt 


[5 


zx FoR a poii user to ensure chat the: PNE. design 
of a new computer system is effective, the user must first 

_ understand the purpose and steps involved in carrying out 
the preliminary design; secondly, assist the' computer depart- 


ment with the steps required and, thirdly, evaluate critically: 


the resulting preliminary design. 
. The steps involved in producing the preliminary design of a 


' "computer system are primarily concerned with establishing in, 


.. broad outline a feasible and acceptable method of achieving 
the overall objectives of the computer system. The preliminary 


design must also take account of the constraints existing at the ' 


time the system is planned to be operational. If the preliminary 
. design is accepted, the next step in the development of the 


. system can be made, namely the detailed design with which the . 


, user is less critically involved. 1 


Preliminary désign 


.. The steps involved in the devélopment by ie computer-depart- 


l ment of a computer SEE preliminary design are shown below. 


~ 


Description 


€ p. Set and confirm the objectives of the proposed syster, 


e.g., to collect the cash due from customer credit sales 


2. "Document the existing system which aatistiea the objectives 


of the proposed system. - . 
Cover (1) Reports produced. : l 

. (2) Forms used.. , 

(3) Reference information (e. g., price lists). 

. (4) Procedures operated. 

(s) Costs. mE 


3. Develop the basic cutie of-the proposed system’ 8 TM 
mation requiréments. This step involves preparation of the 


reports that the proposed system will produce. 


4. (1) Develop the basic flow of the proposed system to enable 


the information requirements to be met. 


(2) Estimate the costs of converting to, and running the 


| proposed aystem. 


5. Agree proposed system. i 


User assistance 


In order to assist the computer departe develop an effective ` 
computer system preliminary designi; the computer -user first 


, Should agree positively with the stated objectives of the com- 


puter system and, secondly, ensure that the system as specified 
is complete. The user should insist on the following points 
being covered: 


(1) Concise presentation of required data. 

«i ‘Clearly. stated system purpose. ' | 

3) Adequate totals/sub-totals for 'cross referencing and 
control against the manual system. 

r Logical report séquence. 

(5) Flexibility to change report. 

a Good layout. . 

(7) Right level of detail; query whether the report, is to be 
summarized. 

(8) Correct distribution of the report; it fits into existing 
systems. T'he source of information is specified to mini- 
mize duplication of effort. 


; Purpose f s" 
-To ensure that all personnel involved understand what i is 
_ to be ee even 


To ensure that where a new system is to replace an 
existing system, all existing system considerations . are 
catered for, e.g., the existing system requires the pro- . 
duction of an aged customer debt ROAD 


-— 


. To provide a basis for discussion of the proposed system’ 8 
. information i 


To establish :. 

(1) The overall flow of information: necessary to produce 
the reports required. 
(2) The conversion and running costs of the proposčd 

system. i , , 
(1) To ensure all parties involved in the systern develop- 
i ment are aware of the commitment being made, if any. 
(2) To provide a firm basis for detailed design’ to proceed 

if the proposed ee is agreed. 
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| Ane new calibre s 
‘accountant | | 

is emerging 

An pui to be among them 


SIT accountants are to take their rightful places in the 


t 


boardrooms of Britain, it is vitally 1mportant that they are 
properly equipped to do so", says the Institute of Cost & . 
Management Accountants. Which i is why ICMA is sponsoring 
a series of courses placing emphasis on the “management” in 
management accounting. ' 


Entitled “Advanced Concepts for the Management 
Accountant”, the first 5-day intensive course is primarily ` 


designed for ICMA members, but will appeal to accountants in | 


all sectors of commerce and industry, and from all 
professional bodies. 
Advanced Concepts for the : 


gement Accountant 


A five-day intensive course designed and PE by. ICMA 
in association with London management consultants Binder, 
^ Hamlyn, Fry & Co. 


Course Synopsis 


Day 3 Corporate and management structures, 
| Short and long-term planning techniques. 


2. Advanced management accounting techniques. 


3. Management information systems. 
Management control techniques. 


; Day, Financial management. 
| Acquisitions and mergers. 
Day 5- Human relations and social factors: 


(Syndicate problems — Group discussions — cn CIL 
from industry). : 


Dates and venues: 
I rth 116th March 1973 - Sdn Hotel, Eastbourne. 
6thii 1th May 1973 — Hotel Metropole, Brighton. 


Fee: £90 exclusive of accommodation. i 


ICMA points out that demand will clearly be heavy from its 
own members in view of the substantially raised syllabus —— 
for qualification i it is shortly introducing for new members. 
Applications should therefore not be long delayed, as 


` num rs are restricted. 


- 


, Tui MEE OUS 


D | E 
To: D. C. Wildish Esq., ICMA, 63 Portland Place, 


3 London WIN 4AB tick abbropriate um 


Please send course prospectus[ ]. 
Please register my name for the March course [.]; May [C] 
I enclose a cheque for £go] -7 


P Pledse send an invoice[ | EE . Lut 
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You could have these letters - 
after your name 


with SOA guaranteed tuition 


Qualifications are dé key to success. Without "T you 
could stay in the same old rut for years. With them; the way to 
the top is wide open. 

We're.now offering you a-home study course with àn 
important benefit: a course with a guarantee backed by our 60 
years’ experience of successful coaching for professional 
accountancy examinations. Many thousands have already 
passed their exams using School of Accountancy courses ~ over 
21,000 successes in A.C.A. examinations alone including many 
awards. 70 major prizes in other fields, including 20 S. 
Laurence Gill Prizes, 10 George Russell Prizes and many 
more. Last year many of our students re-enrolled for further 
qualifications after passing their examinations — and many 
more of our enrolments were entirely the result ofrecommend- 
ations from further SOA students. Once you’ve experienced 
success through SOA, you'll realise there's no reason why you. 
can’t go right to the top. . 

With the School of Accountancy you study i in your own 
home, at your own time, at your own pace. All material is 
specially designed to develop individual potential. You are 
coached by tutors who are highly qualified experts in your 
field. You will be guided through the course and the model 


answers, step by step-and given vital advice on exam. 


techniques. 
Find out about the School of Accountancy. Fill in this 


| coupon and send it off today — your A i on the road to 


Success. 


Your way to success starts here! 


t 


Post this coupon today to: 

. The School of Accountancy & Business Studies, 

107a Regent House, Stewarts Road, London SW8 4UJ 
Telephone: 01-622 9911 

. or 107a Regent House, 341 Argyle St., Glasgow € G28LW 
a 041-221 2926 


Subject or Examination 
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The School of Accountancy 
& Business Studies isr. z910 


Accredited by the Council for the Accreditation 
of Correspondence Coll eges. 
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zi EA S M. E , | V | ACCOUNTANT ^ nU ja Sg ^" Januds ry 18th, 1 19s: 
Pen ME oopers & Lybrand ETUTRL AO 
a * . Cooper Brothers & Co., Chartered Accountants; "NF 

|... . announce that on Ist. April they will change their. "AN 
E EP OC «name to Coopers & Lybrand. ee oS E 


3 "The associated firms that comprise the International - D 
Firm world-wide will also from the same date change T> 
- their names and carry on practice in the name of |. ~ 
Cooper & Lybrand, inclüding Lybrand, Ross Bros = 
| & Montgomery i in the United States of America. P 
^: * - "and McDonald, Currie & Co. in Canada; ^. - E e 


The management. consultin g practices will be carried.. 


P4 


l the name of Coopers S & ‘Lybrand Associates. EE 
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6) T T Du "and niae of the report. : 


on reports available: 

dard headings. i 
(11) A complete work programmé and timate ` of resources 
J luired available for the conversion. oo) 


d be noted that failure to make proper representation 
mputer department at this stage, causes. _untold 
y later in the ce PATERN of the en 





User Bo laser. z 


. To eval | te the preliminary edens the ellot points should 
be ee (i)! Are the objectives of the system the most 
important objectives, bearing in ‘mind all. possible system 
requirements and priorities; (ii) Review the costs for clerical 
accuracy, overhead allocation, realistic volumes. and frequency 
of operation, and missing costs (e.g., stationery); (111) What are 
the intangible costs and benefits? (e.g., better customer service); 
(iv) Are : the objectives of the system satisfied’ by the computer | 
meus p What are: >: the alternatives? Does the- 


 ACCOUNTAN 





` 79 
P ' “1 

(CIE y. — 

E we - 
E RE 


nos fi TUM he: company 8 future plans Is the. conversion 


plan realistic? 


Having obtained satisfactory answers to the above questions, 


the user should be irra position to confirm or reject the proposed 
system, and-agree on what basis the user department is to-be ' 
charged for the development costs of the system.. 


The chart'below shows in summary form the information 
that could be'expected to be available about a system as a result. 


. of the preliminary design. 


“Detailed: design 


To ensure fhat the detailed Heston is effective the user- iust 


' monitor the preliminary design. development and se that the  : 
detailed design follows the broad outlines of the agreed pre- - 


liminary deaign. 
‘The importance, of E detailed design, as far as the 
computer department is-concerned, cannot be under-estimated. 


Typically, the detailed: design of a system ‘may take months 


where the Hp design took weeks. F urthermore, any 


"Sy: OBJECTIVES: 
" ub n 
REPORTS PRODUCED: 
i 
SEQUENCE: — 
i 
FREQUENCY: . 
. DISTRIBUTION OF REPORTS: 


t t 


4 


' To iid monthly company results acainat budget. 


‘Three levels (1) Consolidated results, 


(2) Individual companies Gua below), 
(3) Product group within company. 


| "With options at each level concerning the amount of detail. 


Variable. i LAUR 


“Monthly, - > B A 
| (r) Consolidated results — finance enrollee together with profit- by company. 


(2) Individual companies 


(3) Product group within company — chief accountant. 


Any combination or section of a report can be produced at about notice. (one hour), 
including calculations (e.g., , percentages). ! ' ; 


Two man-weeks from assistant chief, accountant and two E S PA from computer 


department to specify detailed method of operation 'and prepare necessary cad 


| -£5,000 savings-per annum.  : E 4l 


VARIANCE REPORT 
REPORT PRODUCED: 6 MAR 1972 
START, ATE: JAN 1972 


ROW D SCRIPTÍON 


s , 
IT SALES | 
ES REVENUE 
PRODUCTION COST S 





Greater: flexibility and speed of eiaa production. 





160 170 180 | -190 200 
JAN 72. ‘JAN 72 JAN 72 | FEB ;2 FEB 72 FEB 72 | 
BUDGET ACTUAL. '"VAR|[ BUDGET ACTUAL “VAR | 
: 200 |. 199 ay] 211 ^ «218 are 
10736.0 ro682.3 ~53.7| 11326.5 IÍS41.2 214.7 | 
5938.6 5913.9 & ~24.47| 6210.2 6309.0 98.8] 
dcn aste dus c ua | dua ee teas (ei er een MIL E -=m | 
-29.0 | sir6.3 $232.2 115.9 | 
i a | 1115.8 1123.2. i 7.4] 
IL LL 
-27.1|.: 4000.5 4109.1 108.5 | 
-~10.9| 1606.2 1643.6: 43.4] 
ie a eal act ta aed B E ect: RR THEE NORTE -=m | i 
-16.3 | 2400.3 2465.4 : 65.1| 
E -o.1| (21.2 21.4: o.z] 
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Develop standard décurneritation and ada. a oj 


- leader. ' 


a Es E f 
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Confit preliminaig deii. i 


t i . 
, wc 1 


` Bt 


Prepare, detailed design and review ating. 


Pepaie detailed conversion ‘procedures V 


; Prepare: detailed operation procedures, 
- Obtain.. approval for. c conversion: ae 


Li 
* y 


~ 


1 ' 


problema eet at the detailed design re re cause . 
‘serious delays. Tt is thus'vital for the user, especially where 


à F {'feliancei is.being placed by the user on the conversion date, ahd the 


economies estimated, tomonitor the development progress closely. ' 

jj The üser must insist on: the. submission of regular progress’. 
B ‘by the" computer ` department ‘on’ each development 
“step: These reports can conveniently take the form of narrative: 
ehai with a bar chart highlighting the detailed progress of 
éach’ step, showing ~ the original. estimate- for. the work, une 


'; revised /latest estimate and.time spent to date. 
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A wipe Monitor initial test runs. "E 





Where progress differs significantly from the original és 
: mates; the-user.may insist on a re-allocation of resources, e.g.,. 


. more people brought into work on the development to ensure the". 


n 
er 
a 


' end-date is met, or, at worst! a detailed critical review. followed: 
E necessary by caricellation of the whole development. `.. ^ 

The user must also ensure that the preliminary design ‘as 
red, 18, properly and effectively extended in detail. For: this. 
"purpose, the users should understand, assist and evaluate the 
P involved in the detailed design, though to a. i less critical 
- éxtent than’ during the preliminary design. > > 

*;The steps outlined at the top of this page ‘are Svea: in. 
* tlie: development by the. computer department of a „computer 
csitem s detailed design. ~ 
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To ensure. that ilis work carried | out is in üccordance with 
"agreed standards and i is properly supervised; ` , 
Ton ensure. that: any changes and further : comments made? 
." since publication of the preliminary designa aré. lur act 
in the ‘detailed design. . .. 


we 


(1). 'To document in/detail the aonad system operation, . : N ; 


(2) To. confirm. the preliminary design! , " 


"To ensure a smooth cbangeover HOME the existing system" 
to the new system. "E 7 


To ensure smooth operation of Be rew system., ja el 


To ensure that adequate preparations have been made and ^ 
| agreement has been reached concerning the i | design. . 


Evaluation ` 2 NE Sa Sr diae m 
"To evaluate the. detailed. design . dc user auld cover thie 
following. points: is there duplication: of ‘effort between hes 


manual and computer system?. Have any procedures. been . 


produced during thé, course ‘of the‘ detailed design, which are ``. 


"inconsistent with thé overall system objectives? Is there com-, 


pleteness of the standard. documentation for both manual and. 
. computer. procedures? Is the latest cost estimate within budget? - 
If the above points aré.covered satisfactorily, the user should . 


` be-able to give the juu for conyersion to the P FORO 


system. (RE 
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Monitoring the conversion DL a i E e 


. In order, to monitor the conversion from “the existing systemi | 
to the new computer system, it is vital for.the' user to: monitor... 


«To assist the computer department i in develonins an ‘effective - 


"i domputer system detailed design, the computer user should,’ 
of. course,: maintain, contact with the départmerit to discuss. the” 
"progress of the’ project and to inform the department of any. 


"changes in circumstances, e.g. movement of key personnel: A 


~ Also, the computer user should check that the ‘detailed: pro+. 
aie and forms designed are simple: and ‘logical to operate . 
in. practice, with a special emphasis on the audit trail showing 
how pagal documenti are poe ae the systein: 


: a i ` = no 
ma ir (4 ` 


"Confirm the detailed. conversion quite " i 


me A í 
L^ - à 
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Prepare for conversion: ^ - i TP 


|? 7s, (1) Finalize procedures — EA and computer. E. B 


(2) Confirm controls. . 
(3) Ensure availability of equipment ánd supplies. 


ide (5) Identify critical path. and wathi" closely. 


. Convert the existing. system :- 
, (1) Create master files, and: agree controls: 


(4) Distribute equipment and supplies. 
(4) Monitor progress and log n problemik 


. : t- 
i » lov? 


i oer -Summatize césts of conversion, 


(4) Train conversion. staff, "ut 


‘version procedure, , 


' users should- understand, assist and. evaluate the st 


progress in a similar- manner.to the monitoring of the: progress" 


' of the detailed design. The user must also ensure.that the con- ` 
agreed. as part of the -detailed design, is: 


properly finalized and exécuted ‘in detail. For this purpose, the’ 
8 involved. 
in the conversion, and be on the alert" at all. times. Or signs: of 
the new System being: corrupted in any way. ^: v, 754^ 
It is necessary. for. the computer user to keep i in is touch 


with the-project leader and be on.the alert at all times for signs ` 


' that the conversion procedures arè not progressing satisfactorily. ` 


_ "Description Bou ae 


"n foe . ^ (2) Control: information i in transit. ^^. . c 5077 xd E 


: existing clone to a new ' computer. system: | 


A watch. must ‘be kept ‘on the progress against the plan, and .. | 


where staff are being used both for conversion, and: normal. 
duties, it.inust be ensured that bottlenecks are not. uL d 
with eithér, ME : | 

'The following steps are mr in- the conversion of an 


E C | Purpose, . T 
To ensure that any "changes and further ens made 
-. since publication of^ the, conversion procedures are in- 


corporated. SpA Sn ee 


To assure that all ‘erect PR the. conversion ^ 
process have been ‘identified, all persons involved. in the 
conversion are d prepared, and nee is established. l 
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O To convert from ihe sisting ii to the new oae B^ 
ven ore to the poem laid down. > "A ur 
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Processing. VAT. Input 


Speedier Refunds by Computer 


by ALAN D. WILKIE, A.C.A., ATLI 


The date for the introduction of VAT is fast approaching and companies at this time will 


be considering the practical aspects of the tax. The system described in this article was 
dd to meet the needs of a particular company, and is now in SOUL UE 


YSTEMS incorporating the. recording of the output ` 
tax will differ considerably from company to company 


depending on the type of sales which they make and the - 


contracts involved, but input systems should be similar 
on the assumption that all companies will, at some time, 
purchase goods or services of all VAT classifications. 


The system outlined below should suit, with small modifi- | 


cations,!|the majority of companies -whose creditors’ 
accounts are On a computer; the word ‘company’ as used 
| throughout the article, includes taxable persons of all kinds. 


Cash recoverable 


Input VAT means actual cásh to be recovered, whether 
the company is in a payment or repayment situation; 
therefore it is important that the input VAT' is recorded as 
soon as possible after the invoice is received. In many 
large companies, invoices are sent direct to the department 
which ordered the goods or services, and may be held up 


for a cp siderable time awaiting approval without the - 


accounts | department knowing of their existence. This 
should bé avoided whenever possible, by either the supplier 
being asked to submit all invoices to the accounts depart- 
ment, or departments being asked to submit all invoices to 
accounts as soon as they are received, and before approval, 
if waiting for approval is liable to hold up this submission. 

In this way the accounts department can list invoices 
received. | This list may be given to the computer and used 
as a base for the creditors system, even though the invoices 
are not necessarily approved for payment. While the feed 


into the: computer could be made from the invoices them- - 


selves, there is so much detail on this submission that many 


errors would be eliminated by using a form, completed 
by the accounts. department by hand. As the submission 
will be used as a base for the creditors system, all details 
which would normally be put on a creditors ledger sub- 
mission: to the computer should be entered, e.g., the 
company? s own invoice number, supplier’s code or name, 
sufficien of the supplier’s invoice number to identify 
invoices on the remittance advice, and all relevant amounts 
including a cash discount value. (‘The introduction of VAT 
may pentane! ‘many firms to discontinue the use of cash 
discounts, but they must still be allowed for at the present 
time.) 

It g Id be a more accurate check on the submission, if 
the total invoice value, the VAT and the total invoice 
value ex oE VAT are entered separately on the form. 


The following headings are suggested: p ES 
(1) Invoice number (the company's own). 
(2) Supplier's code. 
(3) Supplier's invoice number (say the last (as or six digits 
onl 
E rave date. 
5) Total invoice value. 
(6) Discount value. 
7).VAT code. 
8) VAT amount. 
E Invoice value excluding VAT. 
(10) Import VAT. 
The field required should not exceed 65 digits, even for a 
large company. Discount will not be deducted from either 
invoice value and will be brought into account only when . 
cheques are printed. ! 
It may be possible to come to an arrangement with the 
Customs and Excise always to take the date of the invoice 
as the tax point, which has been assumed above. | 
At the present time, the only statistical information 
required is the separation of taxable inputs from non- 
taxable inputs at box 17 of form VAT 100, but a Customs 
official has stated that it must not be assumed that, if more 
VAT rates are introduced, inputs will not have to.be 
analysed between the rates. Therefore this analysis must 
be allowed for in the system. Also, as the outputs will have 





to be analysed comprehensively, it seems reasonable that 
. the same VAT code should be used for each. If the com- 


puter analyses all inputs between the following headings, 
all statistical information which could be required by 
Customs and Excise is catered for: 

Zero rate. 

Various positive rates. 

Imports. 

Exempt. 

Non-deductible inputs. 

Pre-VAT' items. 


These items should be given an alpha or numeric code but, 
if a numeric is used, it should be a 2-digit one to cater for 
multi-rate VAT and on a change of rate when the old and 
new rates will both be in use. 

It will be noted that on the submission form illustrated 
above there is a column for import VAT. This is not 
charged by the supplier and cannot be put in the body of 
the form, i.e., it will not be included in the total invoice 
value. The amount of VAT will be noted on the back of 
the copy invoice ene from Customs and Excise, and 
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“necessary as the amount will be required for box 2 of form’ 


VAT 100, even though it will be included in the Cuca 
input tax and no cash will flow. 


Non- deductible items 


‘The VAT on non-deductible items should be added to the 


expense to which it relates, and treated as if VAT were not 
applicable. Thus the total invoice value on the submission 
sheet will equal the total invoice value excluding VAT. 


A pre-VAT code should be included, as most companies 
will find that they are putting through the system invoices, 


the tax point on which is prior to April 1st, 1973. Also, it 
would be advisable for a new system to run prior to the 


. introduction date, when all invoices will be *pre- VAT". 


A separate line will have to be included on the submission 


‘form for each VAT code included on an invoice, because of 
the analysing which needs to be done. Accounts clerks will 
need to be trained to code the invoices correctly, as there 


wil be some difficulty .in. recognizing: non-deductible 


inputs from standard rate items, and also the various items. 


with no VAT. on them. 


approved. 


We have reached.a point at which all invoices will have 
‘been received, listed and submitted to the computer. This 
list includes all invoice details and details of VAT amount 
and classification. However, the_ invoices are not yet 


The invoices after listing should be sent out for approval. 
(Some invoices will have been approved before they were 


received by the accounts, but these, although obviously not 


sent out for approval again, must be treated-in the same 
manner as the other invoices, i.e., entered on the invoices 


received submission and on the invoices approved sub- 
mission which will be explained below.) When the. ap- 
‘proved invoices are received by the accounts department, 


they should be listed again on another submission sheet for 
the computer. This time, however, very little detail need 
be put on the sheet as all of the detail has been submitted 


already. 'The detail suggested is: 


Invoice number e recognition purposes). 
. Invoice value excluding VAT (as this is the amount which will 
be posted to the various nominal accounts). 
Cost/nominal code (to show where the amount should be 
allocated). 


The cost/nominal code is the only information which the 


computer does not already have. A separate line on this 


sheet will need to be used for an cost/nominal code i in an 


invoice. 


Credit notes 


- Mention should be mde at this point of credit notes. 


Basically they should be treated as minus invoices and the : 


numbers which they are given should be in the same se- 
quence as the invoices (if this sequence 1s given to the 
computer, the computer can check that all of the invoice 


and credit note submissions are in the correct range of 


. numbers, and this is an extra check in accuracy), but they 


need not be entered before approval. Approval of credit 


. notes is normally a speedier process than that of invoices as 


it is an advantage to the company to bring credits on to its 


ledger quickly; also, the number involved should not 


warrant two submission sheets. 
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A Bépanite submission sheet for credit notes 1s suggested 
and this should be a combination of the two invoice sheets — — 
that is, it should include all the information entered on the 
invoices received submission sheet, plus a cost/nominal 
code. This sheet may be coloured pink or completed i in red 
for easier recognition. 

- The computer will print out from the invoices received 


submissions and credit note submissions a full analysis of | - 


VAT classifications and VAT itself and, from this print-out, 
form VAT 100 may be completed (together, of course, 
with information from the sales, petty cash and cash-book 
departments). T'he amount of memo import tax which will 
be entered at box 2 must be added to the other allowable 
input tax to arrive at the figure for box 6. Box 17 should 
include the total of zero rate, standard rate and import 
classifications. Non-deductible items should not be 
included, even though there is VAT payable on them. 

From this print-out the amount of VAT which is due to 
be received from Customs and Excise may be included in 
the books of account, but — as the invoices are not in the 
creditors system yet — the opposite entry cannot be to 
creditors. To overcome this problem, two VAT accounts 
may be opened: 

VAT account. This will represent the actual amount due 
from or by Customs and Excise (including all VAT from other ` 
departments, and thus may be in debit or credit). In relation 
to the creditors system, it wil be debited with the VAT 
“recorded on the initial invoices received submission. 

VAT suspense account. The credit entry for the. debit to 
VAT account will goto the VAT suspense account. This will 
be debited with the VAT on invoices which are approved, i.e., 
those submitted on the second sheet which the computer 
receives. The credit balance on this account will represent the 
VAT on invoices received but not approved. 


From time to time, Customs and Excise officers will 


visit ‘taxable persons" to check that the correct VAT 


amounts and statistical information’ are being recorded. In 
order that this may be done, specific invoices must be 


"readily available to them if they. give the supplier’s names 


and addresses and the date of the invoice. This presents . 
difficulties as, under the above system, the Customs and 
Excise officers may wish:to inspect invoices which have 
not been approved and therefore will not be filed. 


— 


Tracing invoices 
It is assumed that a company using the above system will- 
require a monthly purchase journal print-out from the 
computer (i.e., a list of approved invoices in a particular .- 
month) and a periodic creditors ledger (i.e., a copy of all 
transactions with a supplier over a period of time), or a 
list of unpaid invoices and credit notes. Approved invoices 
will normally be filed per month in alphabetic supplier 
order, or a separate file will be kept for each supplier. In 
either case, an approved invoice should be readily found by 
reference to the purchase journal of the month in which 
the invoice 1s dated (or possibly the month following) in the . 
former case, and by reference to the supplier's file in the 
latter case. This will be necessary for normal audit trails 
used at the present time. . 
The whereabouts of all unapproved invoices must be 
noted by the accounts department in order that these may. 
be rey pune: This may be done on oe submission : 
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Tel them about Time Assurance Personal Pension 
Bonds: | 

Tell themabout the Total Tax Exemption. | 
| Yes, total tax exemption on every penny saved 
for retirement. Because premiums come off the top ` 
of earnings, reducing taxable income. Which means 
that, for basic rate taxpayers, a £100 premium 

WO! ld cost £70. And Hotere rate tax payers: could 

im as, much : as £79 tax relief for aa £100 they: 


The doubled vesting bonus 








sidered generous with Time. Assurance, and now: 
the yearly vesting bonus has been doubled from 1% 
to q^ of the basic pension. This means that we can. 


bal 


Amount of pension (to.nearest £} for men retiring at 66 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and.an: 
' additional vesting bonus of £2% per annum. 


lacreasing annually 
by interim bonus ` 
additions to produce a 
- Total Pansion of: : 


' Cash option at 
pension age, 


$2 


if you select age 65 as your retirement age Tem the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show - 

_ the effect of bonus additions after your pession- -has commenced. The figures in 

the final 2 colemss show the tax-free lump sem aad revised commencing peusion 
at present rates, if you choose to commete part of your normal pension for ind 





Sd. employed clients? 
\ their incomet: 


. vesting: bonus of 2%), and also make a 
free cash sum available at retirement. 


ual bonus additions have, always been con- .- £2, 233 p.a.,for life. 
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now add a total of 5% to the basic pension for each - 
year up to pension age (interim bonus of 3% plus 
eater tax- . 
hat is more, 
the interim bonus continues to be added after pension 
" ‘The generous pensions available 

For example, a man aged 40 next birthday, 
paying an annual premium of £300, can now expect. 


a starting pension at age 65 of. £3, sada .a.,or he can - 
take a tax-free cash sum of £6,698 and a pon of 


Tell ifii soon | | 
Send Ta coupon below for complete agency 


. - details and a full set of rates for men and women at 
- all ages. :. l 


ou'll be doing: our self-employed clients a 
favour— and yourself a favour too: our commission . 


"6€ rates are realistic and take account of the cost of 


your service. 
A SS RR nad 


1 TO: TIME ASSURANCE SOCIETY 


] 56 Moorgate, London, EC2. Tel: 01-628 7546/7. 


i Manchester Office: 2a Piccadilly, Manchester. 
| Telephone: 061-624 7299/061-624 9955. - 

| Scottish Office: 6 York Place, , Edinburgh 1. 

[ Telephone: 031-556 3895. 


| Please register me/us as Agent(s) of Time Assurance Society 
and send a supply of Pension Bond literature. 
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va 5 CY Not arrogance. 
- The operative word is ‘tell’. 
A . Centrum: voice - projection 

. .unit on your desk could tell: 
:'you a lot. Who's doing what 

` and where. Centrum could tell 
>. Vou'in a.flash all you ‘need 
“< ‘to know about your organi- 
“< sation. Keeps you in touch. 
^' « Yes, really in touch. Your own 
^. Voice commands attention as it 
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` Horsham, Sussex. Tel. 0403 64166 
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is projected from the Centrum 
unit. Right across a room. And 
work needn't stop to give 


‘you the answer, a filing. clerk. 


up a ladder, a; draughtsman in 


full'draught, a busy loading bay.. ` 


Here's telecornmunications at 
its efficient best. Centrum, per- 
fected by the vast. worldwide 
Ericsson group, comes 'in 
"dozens of variations to suit 





. More Information? ... - 
| Shoot back the coupon. 






Centrum Division Swedish Ericsson 
Telecommunications Ltd., 
Viking House, Foundry Lane, 


Member of the world-wide Ericsson Group 
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any organisation from “near :z 

little ^T' «series for 2 to 8 

: extensions up to the fantastic 

AKD: 461 that can -have, as 

many as 450 stations.. Every 

. Centrum system is planned by 

Our experts to meet specific 

needs, instruction. is available ' 

through the. Centrum Training 

- Division. Next move ? Speak to 

. Centrum. (Tel: Horsham 64166) 
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sheets Which will be aired by the ee Thus, no 


invoice may be sent out for approval until these sheets are 
returne , but this will be necessary anyway in case the 
. computer finds any errors in the input data. 

It is;obvious from the foregoing that the amount of 


clerical ener required to run:such a system will be con- - 
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DI. NTI L very recently little went right for com Hoffmann 

Pollard, the bearings company formed at the instigation 

of the te Industrial Reorganization Corporation. The three 

. companies concerned in the merger in mid-1969 were Ransome 

& Marl 
Hoffmann Manufacturing Co. 

At thé time, all the familiar reasons for merging were put 
forward ~ the industry was fragmented and. needed regrouping 
~into a co-ordinated and efficiently managed whole, it would 
then be able to face the international competition posed by giant 
foreign corporations. There was merit in bigness and that merit 
would be proved following rationalization, rejuvenization and 
many other ‘ations’. But the main point was that the industry 
needed to be regrouped into' a size providing both competitive 
- power and the-benefits of substantial scale management. 

tne however, change, There is, in the chairman’s latest 
review, paragraph which may occasion surprise to some but 
nothing! lof the kind to the cynical..“We are disappointed with 
the results for this year’, the chairman states, ‘and, in particular, 


those we obtained in the General Bearing Division. Quite apart. 


from the' outside influences over which we had no control we 
came to Ithe conclusion that this division was too large for 
effective management." | 


New.arrangements 


So much. or the benefits of size. Last October new arrangements 
wére introduced whereby the Annfield Plain factory of the 
General; Bearings Division was transferred to the Transmission 
Bearings Division. In addition, all automotive business was 
transferred from General to "Transmission which was renamed 
the ‘Transmission and Automotive Division.. 

"These organization changes’, it is stated, ‘have the advantage 
of reducing General Bearings Division to a more manageable 
size and! it will now concentrate exclusively on giving better. 
service to| its industrial customers.’ The General Division bore 
the brunt|of.the depressed market situation caused by Japanese. 
competition and two major redundancy programmes were 
carried through, one involving 7oo indirect employees and the 
second, {1,300 direct and indirect employees. The lengthy 
consultations and negotiations with' unions and the union- 
applied restrictions on normal working arrangements occupied 
management effort, reduced output and morkediy lowered 
operation efficiency. 


Experience i in the General Division resulted from.a continua- 


tion of tlie world-wide recession in demand for rolling bearings. 
“This per 


Sun ai I 


Bearing Co, Pollard Ball & Roller Bearing Co and the 


sisted all year and the consequent competition put - 
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siderably. greater than it'is at the present time. However, 
if all the requirements of.the Customs and Excise are to be 
met, this cannot be avoided. 

Iti is áppreciated that the details of the above system will 
not suit all companies, but it is hoped that some will find 
its basis helpful when putting in their own systems. 


Organization Changes for 
Ransome Hoffman Pollard 


pressure on margins. Extremely low prices offered by Japanese 
manufacturers eroded RHP's own margins. Redundancy costs 


totalled £687,000, with UK employees reduced in number  . 


from 12,917 to 10,826. 


Steady investment 
Outside the company’s control was the 1 miners’ strike calculated 
to have cost the loss of pre-tax profits of some £300,000, and 
the August dock strike which caused problems and loss of 
export sales. Throughout the year, strikes in-the motor and 
engineering industries bedevilled production and sales. The 
profit and loss account shows clearly enough the financial result 
of all this, with the ratio of profit to turnover down from an 
unhealthy 5-7 per cent to a positively sick 2-7 per cent. 
- Representations to the Government about Japanese competi- 
tion, as well as meetings with the Japanese, have resulted in a * 
limitation of Japanese bearing exports to the UK this year. This 
will give some relief while more permanent arrangements are 
sought. 

Meanwhile, RHP pursues a policy of steady investment in 
new plant, the capital allowances arising resulting in -sub- 
stantially reduced tax, liabilities. Productivity from com- 


. missioned new plant is beginning to tell, but inevitably at the - 


expense of numbers employed. At the time of the 1969 merger, 
15,000 people were employed in the group as against the 10,826 
at the end of last September. Output per head has significantly 
improved but there is a long way to go before the performance - 
of overseas competitors is equalled, although management is 
said to be ‘seized of the. need to achieve further increases in | 
productivity in order to meet world competition on level terms’. 


Success points 


There are signs, fortunately, that 1971—72 may prove to have - 


‘marked the bottom of the trading recession. Orders began to 


pick up last October and November, and moves were then made ` 
to increase output from the beginning of 1973. By the end of 
this year further new plant should be commissioned. : 
Rationalization has led to land becoming surplus to require- 
ments and this is being leased to Stonedale Investments, a joint 


company formed by RHP and Edendale Properties, a member 


of the Alfred Booth group of companies. Stonedale will build 
and lease factories and distribution warehouses, and besides 


.developing the financial. potential of the land the development 


will create job opportunities at Newark where redundancies 
have been particularly heavy. — - 
The chairman and chief executive of RHP, Mr, G. W. 
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Barlow, reviewirig the three post-merger years, points to success- 


ful rationalization, ‘establishment of strong management 


,organization and disciplines, reduction in the «workforce, 


materially increased productivity, a good start to modernization 


` plans, and maximum investment in new plant and- equipment as: 


success points. 


Withstanding intense competition while still pursuing main 


objectives has left the group ‘in a much strengthened position - 


to take advantage of any improvement in the national and 


. worldwide . economic’ situation’. This could provide ‘the 


` Dawnay Day — Revised Accounting 


.opportunity of restoring our rate of profit earnings to an 


acceptable level this year’. 


NUMBER of changes have been made in the accounts of 
the Dawnay, Day Group of investment banking companies, 
the. main one being that profits are now divided into three 


. categories: revenue from investment trusts, profits from invest- 
.. ment banking and other financial activities, and profits of trading 
" subsidiaries. | u 


The changes are considered 'particularly significant", firstly 
because the accounts now show how much of net revenue 1s 
derived directly from investment trust subsidiaries which are 


. “a source of underlying strength’. Profits on realization of invest- - 
* ment by the subsidiaries are, of course, taken to capital reserves 
‘and not included in revenue profits. : 


Secondly, by bringing together the profits from investment 


-banking and other financial activities it is hoped to remove the 


misconception that a major part of the group's profits accrue 
from so-called ‘dealing activities’. The chairman, Mr David 


„Finnie, emphasizes that substantial growth in profits under the 
-investment banking and financial activities heading in recent 


years stems from 'the euccessful development of the range and 


' -scope of the business of Dawnay Day and its related companies’. 


In next year's accounts perhaps the three-way breakdown. of 
profits will be shown at the head of the profit and loss account 


-and not in the notes. Of 1971—72 profits of £2,099,929, invest- 


- ment trusts accounted for £519,568, investment banking and 


, as the chairman puts it. 


financial activities for £1,407,941 and trading subsidiaries for 
£172,420. 


. Inconsistencies in Disclosure Requirements 


NFORMATION provided in the accounts of Turner & 

Newall, the asbestos and plastics group, has always been 
extensive — even generous. This year in the ‘Review of activities’ 
a fuller description is given of the individual experience of the 
respective undertakings in the group. This is in line with the 
maintenance of all-round effort to improve the report and 
accounts ‘by making it as readable and informative as possible’, 


, 


In fact, Mr R. M: Bateman adds in his review, ‘we go beyond 


. present legal requirements in an endeavour to include all 


“information likely to be of interest to stockholders in so far as 
..it can be disclosed without risk of damage to the essential in- 
terests of the company'. ! 


But while welcoming the action taken by various bódies to 
improve standards of, disclosure and to develop and promote 


. the adoption of appropriate standard accounting practices, Mr 
- Bateman feels ‘bound to appeal for a reasonable measure of 
"co-operation between the bodies concerned’. 


He makes the.point that 'inconsistencies are becoming 
apparent in the separate requirements of the Companies Act, 
the new listing agreement of the Stock Exchanges and the 
standard accounting practices of the Institute of Chartered 


- Accountants’, © ~ S 


i 


as required by the new listing agreement.’ 


Mr Bateman gives as an example ‘the contrast between the 
requirements relating to consolidation of associated companies’. 
results as governed by standard accounting practice and. the 
disclosure of share capital and reserves of the same companies . 


ad 


Interim Reporting Change 


EVISION of the interim reporting basis of the Howden’ ~ 
Group is to be introduced for the. 1973—74 financial year. - 
In the 1972—73 interim report for the six months to October 
31st, 1972, pre-tax profits are shown at £230,000 against a 
comparable {180,000 and against £1,378,000 for the full year 
to the end of last April, showing that the vast bulk of the profit 
falls in the second half. i ) - 
Sir Norman Elliott, chairman of the group, which is a - 
Glasgow-based engineering organization, says that current 
year results will follow the same pattern. But in future reports 
for the first half-year the intention is to present the unaudited 
results on a revised basis which will, in the directors' opinion, 
reflect more realistically the earnings applicable to that period 
having regard to the estimated outcome of contracts which, 
will be completed in the full year. On this basis, the pre-tax 
profits for the six months to the end of October would have , 
been of the order of £705,000, compared with approximately 
£550,000 on the same basis for the corresponding period last 
year. 
It is anticipated that the full year to the end of next April . 
will show a satisfactory improvement in profit over the previous 
year. Certainly tbe' revised half-year reporting basis will give a. 
much more realistic indication of likely full year results. i 


Weyburn Engineering Valuation 


VW Engineering's annual report has always con- 
'tained a valuation of land and buildings and plant and 
machinery using a specially prepared price index. In the 1971 
report, land and buildings with balance sheet values of £92,000 
were valued at £518,000 on this index basis, and plant and 
machinery at £810,000 against a balance sheet figure of £540,000. 

In the 1972 accounts, plant and machinery on the index 
basis is valued at £933,000 against à £619,500 balance sheet 
figure, but there was a professional valuation of land and 
buildings showing a value of £790,000 against balance sheet 


- values of £87,000. Given the price explosion in property and 


land values in the past year, it can be said that the index basis . 
was not far out > although it was clearly conservative. The new 
valuation is not written into the accounts. ' | 
Mr J. T. W. Scruby, the chairman, referring to the property 
valuation in his statement with the accounts, says: 'In view of 
the changed political climate regarding the use’ of land for 
building we applied for building permission on the three acres 


-of farmland round the Elstead factory. This was refused and, 


on the advice of our professional valuer, we 


| ? are not appealing 
against this decision for the time being.' | 


Gleeson's Allowances 


eis £103,025 for investment grants, 1971~72 
Į profits to June 3oth of M. J. Gleeson (Contractors) were: 
£988,880 against £854,889, including investment grants of 
£116,302. Tax figures at f414,270 in the latest accounts, 
against £,351,000. Of the latest figure, £324,000 in round.terms 


comprises an equalization transfer to:.deferred taxation account, . - 


the actual corporation tax payable being. only £90,000. Last year > 

it was £257,000 on lower profits. ; 
Shareholders are told that the substantial reduction in tax 

liability and corresponding increase in equalization transfer has- 
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ioned bs: higher PTA of “first: year: "Miowahcis!. p. of oue Coinpahy for the. year Eae 36th Apri 1972. - Piofits e 
"availab on plant, bought during the year — aggregating almost ;for thè-year before Tax amounted te: £210,111. Profits before, ` 
he rate ofthe allowances was, raised from ‘60 to’ a Day’ for the previous year: amounted to £146,700... - ^ 
nt on plant bought - between July 20th, 1971, and. There was continued progress throughout the year in all - 
Ist, 1972, ánd from 8o to 100 per cent on “expenditure ` s bun a P success was ‘achieved’ in exporting to. 
March’ 2nd.and the financial; year-end: `. T | iso Ge mer : A du LEE a ALL under n 
her accéleration of plant depreciation allowances for. as : ij PNE 


~ the. garments manufactured by the Grotip’ are’ sold, are now: 
poses has greatly widened.the gap between the net book...’ as well. known in Europe as in the United: Kirigdom and this ` 


| plant and the corresponding written. down value: for... „should, provide greater poeribilitics for ` expansion | in. our 
oses. The balance of. deferred' taxation ‘now. stands: at ` - Export Trade.-  —- - 
of 506; odo, being the amount of corporation tax — at the current," . "The steady expansion in. turnover has. continued into the 
. rate off 40 per cent = that would become. payable if all relevant `. , supe dre we. d ith rs “a E 
: 175; *I would conclude with an apprecia on of the Managemeri 
= sold a at the net book values included 1 se d balance. ‘and: ‘Staff who. have worked hard’ throughout the on the .. 
» oa og de a a Wee ER, "NE ae tu ` Company's behalf.’. QU 7 RM. FIELD, F.C.ATO 


"iso 5 E Possibly Mr Field decides on Brest because although the ~“ 


E AE ET Ae Sea ir ii - w^. ^ accounts-cover the yéar to April 3oth ‘the annual meeting was." 
RMAN of Goodman Brothers & Stockman, Mr pot held until December 15th and detailed comment oi a year: 
; Field, F.c:a., clearly believes. in letting company which’ 'endéd seven’ and a half months before might be con-. 





| 
 &ccounts- speak for.themselves. His statement ‘in the company's . sidered supérfluous.. Mr Field could, with advantage, have said: 
report for the year to last April: consisted of the following: 1 : 


f Ai 


"more about 1972-73 (since it is more than half sperit) than 
exed s are the Directors’ ‘Report and Audited Accounts | merely to  réport that Seu pansion) in turnover has connauce: 


B 
- ^ " ` 
: > T , QU a r, 

d = x * . ` z z + r E: 





- N - T 

en te " " vor , m^ c D e à “ E: X 
* . D * = z t e ^ . = a 

^ V * 3 * ta ; M i 


CONSOLIDATED | .: -- ub " ee D ae ue d NONE MEN E 
. BALANCE SHEET... poy, s o Lo BALANCE SHEET. ! SO M 
































, . v "a er - pit k M dns p a i . 
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| |" ' Ue ere : ; 
amas OF CAPITAL. : «£000 EMPLOYMENT OF CAPITAL ue 
Fixed Astots (N ote 6) TOL a I" m Eo. hong X NN "Fixed. Assets (Note 6 - i v 
Land ind Buildings  , NL ps 7 Pur 277,188 Land and Buildings AUR ue s 
. Plant and Equipment uec . -6,005 [Lr Pas MM "Plant and Nou d te 
12,545 ||- ^ 
(Nota 7) SER 2 372 Interéat In subsidiaries (Nora 13) 
BEND. vh EE" 2E E (d 20cvmO| investments (Note 7) E ‘ 
. . AXED CAPITAL ., - 0042917 |... .. ca S d ‘ 
EP. _ i ' "o ERE "X EE ‘FIXED CAPITAL 
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TL hess: Linie bre Cou E 
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` y" Taxation ': Erg Jui ] j i 
oa Dividendi. EO 2s 
= A : , ` zur usura j a D ——— a E p vt 4 4t $ "E . 
WORKING CAPITAL _ eu - 149,701 Fu P LP j i Vr 
7 TS 2 a Jd v oe ae 75 7 WORKING CAPITAL 
L 2 ; 34,018 || Seat. 9e ewe ho mo gt D. 
/ , T í m ' ta nt ; 1 ! 3 . i 1 - soa S ; 4 
| SOURCE OF CAPITAL ^. ^ ee SOURCE ‘OF CAPITAL l 
: Fe ui i ES . rar ce a 
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89 ertt le Loan Stock. ^ TE 8% Co poner le Loan beri 2 
Vf ar ve A oxi». d 
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i. : E = : "n 5 re P pos ud E: z WOOL yo am EE í 
Oe ae E "LS JACCOUNTANT MEI Fe a Pee a” + January 18th; 1973 
] i 2 l . . r s : A u . > p n E 
: Se MD RANSOME HOFFMAN N EM LIMITED. S x =o 
: i T E zí ] ` ] * be. . « x 5 f T : P 
. CONSOLIDATED PROFIT: . ` Ea a "M | ES 
‘AND LOSS ACCOUNT Lus xz te. . » .| NOTES ON THE ACCOUNTS uu »" 
b ad ended 30th September 1972 ie i E = - 3 EX - 
| 1972 ! 0. 49. | 1972 1971 
DA 2 7s £000 £000 £000 £000. f. Trading Profit [s stated after charging: . 
i : ` 1 i : Auditors’ Remuneration O M 39 
Salas {outside the Group) à 41,802 . 44,987 Hire of Plant and. Machinery. pm '183 138 
f ' " o — Directors" Emoluments: oe 
P5 Fees eo 8 or ‘ 8: 8 
EE , : : . Other Emoluments i : 86 82 
Trading Profit (Note 1) 3,926 5,364 Compensation for loss of office i 25 — 
Less Depreciation . 1,574 EP 1,469 ' Division of Fees and Salaries: P a 
^ . interest (Note 2) LEN ^ $24 |. 1,362 ] Chairmen-for3 months - 1,4117 
IE |e ~ for 9 months INE 15,542 
oe "HE" 1,109 - 25533 ', — for 12 months 5,000: 
AU os nc we s | | "0. [| ' . HighetPadDiretor" © 0 0 o Uo 49,546. 
Taxation (Note 3) - 2321 |. * 1055... , ' oe- i , , . 
"EP — ib 9 . Other Directors: etl : Number Number 
: E uc i 877 1,478 l » -0 £2,500 p 7 dor. 7 . 5 i 
a l vO D `- £2,501 — £5,000 1. = 
. i " £5,001- £7,500 ~ i . -1 — 
. Extraordinary Items: Less/(Add) . ; j ; : £7,501 £10,000  . . , 2 1 
f . ' . ; : £10,001 — £12,500 j TAS 2 1 
Rolls-Royce Limited (Note 4) , (198) 335 £12,501 ~ £15,000 = 1 2 
Redundancies (Note 5) 412 | = - The number of employees receiving emoluments in excess of P9 O00 were as 
; ED . ` 214 a 335 follows: j 
ed £10,001 ~ £12,500 : | 4 — 
663 1,143 : 
2. Interest Payable i ' 1972 1971 
gr - . ‘ £000 £000 
Outside Shareholder Interests: i 7 . Bank and other loans uh 4717 : 280 
- Loss] (Profit) 11 "EE. (30) " [RC Loan 58 186 
` < ; 8975 Convertible Unsecured Loan Stock i l i 708 896 
\ : 674 1,113 ; 
4! " i 1,243 1,362 
" ` i " , A í Se | =< 
Dividends ` "OW ` ; : . * E $5 os EN of 
$3 i ; ; Z ee 2 * J. Taxation : | : 1972 , 1971 
Preference : 64 . 64 mg £000 ` £000 
, NE aoi : f ; UK Corporation. "Tax at 40% on the profit ofthe year - 191. - 624 
Ordinary-—interim pald 64% (1971: — 64%) 266 z7 Overseas Taxation F ; . ‘111 254- 
-—flna! proposed 64% (1971 ~11%) 268 . 385 0 ` ; 878 
; s ' i ——— 598 ,676 Less: | l 
oa - . Double Taxation Relief — , — Q06) 
Profit Retalned 76 437 : Tax Recoverablefrom prior years i (656) . — 
: -— - n (354) 672 
" 3 Tax Equallsation . 586 - | 383 - 
: 1,055 





x i 
- ] . |} The tax recoverable from prior years arises principally from the provision. In the 
Finance Act 1972 which permits certain capital allowances to be carried back against 
so URCE AN D APPLICATIO N OF GRO UP FU NDS. profits for the chree immediately prior years. The capital expenditure programme 
during the current year has been such as to offset che whole of the tax payable on the 


Year to 30th si eae 1972 ` , profit for the year and to clalm relief under thess provislons against PRSTY years tax 
assessments. ` . m d RU a 


9 


| The basis of accounting for tax equalisation has bes changed during the year by NR 


: , , «+ £000 £000 to provide rax equalisation on buildings. Accordingly, an amount of £356,000 provided 
SOURCE OF FUNDS ` ' ` " for thls purpose at 30th September, 1 1571 and charged in the year endad on that date 
. ES EL E" í . has been transferred direct to reserves. The new basis, relating to plant and equipment 
' External . "os : pis ' jj only, is set out In Nota 14 (v). j* . 
Capital hein Nar Proceeds ' 110 i 

cceptance Credits 4,000 . t f 
\ 3 y . 4. Rolls-Royce Limited : 

Less; IRC Loan Repayment 3,519 481 It is understood char unsecured. creditors can expect to receive total dividends In excess 





i ; 4 V oct 50p in the £, and a first distribution vas received in September 1972 





N 
Sale merate h A And oar A ate * 4 de. 1 One half of the amount provided in the previous yaar (nat of tax) has therefore been . 
Hp or " TEE D , taken into profit for the year. 7 
3,368 ; : 


terial ; , M Redundancies x se — - T 
` s amount represents the net of tax cost of redundancy payments made to employees- 
Retalned Profit for Year i 76 , . during the year, after taking credit for rebates under the Government scheme. = Gron 









































v Depreciation eS i 1,574 1.650 redundancy payments exceeded £1,000,000, 
A 1 " 
i gd i - : 5,018 || 6. Fixed Assets Land and Bulldings 5. Plant 
AM Q5 ee ' et— , ; Freehold -^ Lon Short ` and 
gio i P. - , ; ; ean Lessehol Laurene eaulpmiir 
APPLICATION! OF FUNDS . ' a " || GROUP is rds 
une : l Q T roin Cost or Valuation i ; i S 
Capital Investment : - . ‘At Ise October 1974 | 7,179 55 42 ' 26,593 
Land and Buildings 110 Additions 7 0, 83. — 27 2,298 
Plant and PSRUIpmenE IW ux 2,298 Load Disposals i. | (90) (10) . (32). . (871) . 
EN At 30th September 1972 : 7,172 45 37 ^ 28,020 
* Additional | Working Capital . Less: Accumulated Depreciation : 50 — 9: '" 22,015 
Stock Increase . 1,055 : : 
Nat Increase In Debtors/Creditors 1,555 Net Book Value at: : Soo : 
: te 2,610 30th September 1972 $ ~ 7,122 45 i 28 6,005 
F 1st October 1971 D 7,133 = 51 4 - 5,357 


) | | má Note continued overleaf. 
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6. Fixed (continued) . ES m s ui os 
COMPANY, i i Fa i TEES 
Cost or Valuation ; à ; 34 f 
At 1st October 1971 6,705 49 32 25,397 
Additions , 32 — — 2,160 
, Disposais MEE (114) . (49) . (32) (856): 
At 30th September 1972 6,623 EM — 26,701 
Less: Accum lated Depreciation — — — 21,190 
Net Book Value at: ; 
30th Septemb er 1972 6,623 — — ` 5,511 
1st October 971 6,703 45°, (_— 4,894 
(D The 1 lowing valuations are included above: ' jos e 
ads ` Year of E { 
Valuation Grou Sompany 
; . £ £000* 
Freehold Land and Buildings 1965 966 ' 806 
i 1969 2,516- + | 2,516 
ai 1970 3263  ,.3263 
Long Leasehold Property 1970 


The remaining assets are stated at cost. 


(i) Capi: expenditure commitments not provided in the accounts amounted to > 
for the Group (1971 — £1:79m),’and for the Company £0-95m (1971 — ` 
i eer), In addition, amounts authorised by the Board but not contracted for 
were £2:36m for the Group (1971 ~ £2-60m) and for the Company £2:19m . 
(1971 £2-45m). . 
7. in nts i + P 
These comp unquoted shares i in: . , -< , 
xps Country of Class of Percentage 
5 A ' Incorporation ' Share Held 
| g and Oparation ] 
United eren i Corporation Pty. Ltd. Australia A Shares ; 
(Reserves (unaudited)-—A $968,599) - (Issued: oe 100% 
ares | 
(Issued: A$1,100,000) NIL 
Advanced Materials Engineerin England Ordinary 2:41 4 
Bearings Disposal Company ao 1 England Ordinary 
Skefram Ltd, (In Liquidation)- England A Shares 1002- 


| 
The figures relating to tha last three companies are not material. 
These Investments are shown In the Balance Sheet at cost which che Directors consider 
to be a fair estimate of their value. :. ~ 


hj 







8. Share Capita! Authorised i issued 
. f . £ EE É £ 
7% Cumulative Preference Shares: of £1 euch 7 a 
fully paid | 906,250 906, 
Ordinary Shares of 25p each fully pais 6,593,750 4,119,132 3,501,762 
Ordinary Shares of 25p each. js calléd up) i pm 5,480 5,6 
peierves d Ordinary Shares of 25p each Sah, paid 500,000 500,000 500, 000 
; 8,900,909 5,530,862 4 913,682 








The Deferred haiei rank for dividend in respect of the financial year to the 30th 
September 1974, but for that year only, to the extent of one-quarter of the rate of 
dividend paid on che Ordinary Shares; thereafter they become Ordinary Shares. 


Under the Eke tive Share Incentive Scheme approved at the Extraordinary General 
Meeting heid on 15th April 1971 68,000 Ordinary Shares were issued during the year 
at a price of £1-14 of which 4-56 [4 share has been pald, 67,000 Ordinary Shares were 
called up.at 80p per share and at 774p per share. 
Under the Share Option Scheme also approved at tha Extraordinary General Meeting 

- held on Tarh April 1971, 62,500 Ordinary Shares were Issued during che year to one of - 















the Company's Amarican representatives at a price of 65p per share. Additlonally, : 
2,319,979. fui d Ordinary Shares were issued during "e year following conversions 
of £2,549,428 BY, Convertible Unsacured Loan Stock. 
The Directors are of the o Rode that the closs company "—! of the income ind: 
Corporation Taxes Act 1 do not apply to the tempe 
9. Share P lum» 
: . B o Group and 

l ; mpany 
At 1st October, 1971 = . 827 
Premium on E subscribed during the year * P a 2,042 
At 30th September, 1972 l | 2,869 
10., Rese 

, reis Sompany 

At 1st October 1971 8,765 7,353 
Premium arizing from issue of shares by 2 Saeed , 420 = 
Tax Equalisation written back i 356 356 
IRC Loan — penalty Interest relating to prior years (net of tax) . — (70) : (70) 
Exchange differences arising on consolidation 7118 — 
Cast of liquidating dormant overseas subsidiary - cM. Q1) 
Retained ii for Year - I _ 76 . 130 
At 30th September 1972. ' PSP ` 9,644 . 7,748 


-— 


Pow RE 


i 
- , 
M ‘ E : 
` " E 
= - 
i ` 
z ne 
* ` y. ` re t - 
roof = 
^ SA "M n . 
à jon sre d » E - 
` = x: 


B Shares NIE 


15. 


` 
x ` DE s Z i E 


` 
k 
, $ : f 
i 


| E  '"RANSOME HOFFMANN. POLLARD LIMITED: 
a rn . ^. .NOTES ON THE ACCOUNTS continued. ^ 


'11. Outside i ülureholdur Interests, 


These interests include a loan of £561,000 free of interest from an outside sharéholdsc: 


12. Loan Capital ; 

The 894 Convertible. Unsecured Loan Stock 1984 is convertible In any year up to 1984 

Into ordinary shares at the rate of HA shares of 25p for avery £100 stack held. 

Other loans are: > 

(i) : 6% secured loan to the company of £170, 000 (1971 — £219,000) repayable by . - 
nztal ments up to 1975. ' 

ae dows 9/, secured loan to a subsidiary of a 000 Gaes £51,000) repayable on or after 
eee 1984. 


13. “eevee in Subsidiaries : 














P. d l T 1973. 1971 
: s T i £000 £000 
Shares at net azset values acquired H 18,719 18,728 
Due from subsidiaries 3,304 2.698 

\ - , 
: 22,023, 21,426 
Owing to subsidiarles 17,408 17,399 
d GE NM de 4,615 4,027 





- 


The folisvinE RE rolates to hase subsidiaries which principally affected the 


profit or assets of the Group during the year to 30th September 1972: 


Country of- 
Substdrary ‘Company , Incorporation 
RHP Canada Ltd. ^ Canada 
Ransome Hoffmann Pollard Australla Led. Australia 
Ransome Hoffmann Pollard NZ Ltd. : S New Zealand -~ 
RHP Bearings South Africa (Pty.) Led. : South Africa 
RHP Bearings, [nc. U.S.A. 
! RHP Kogellagers Nederland N.Y. Holland 
RHP Walrager GmbH - a Western Germany 
Roulements RHP Belge SA jJ Belgium 
Roulements RHP France SA France 
Whitehouse Industries Ltd: England 
Dick Bearings Ltd. England 


Ac 30th September 1972 ali of these companies were wholly owned subsidiarles with the 
exception of RHP Canada Ltd., profi 5 owned) and Dick Bearings Led. (75% of ijed 
equity capital enticied to 40% profit : 


" 


UE 


44. Accounting Principles 
-0 Fixed Assets 

No depreciation is charged on freehold. land and buildings. Depreciacion Is 
charged on other assets at rates calculated to write off the assets over their 
expected normal lives by equal annus! Instalments: plant and machinery is 
' depreciated at 12195 per annum on origina! cost. 

, (I) Stocks 
Stocks are valued at the lower of cost 
where applicable) and net realtsable 


(including E R Svathiéads 


(ii) Gvarseus Currenctes 
Overseas currencies have been converted at the rates of exchange ruling at 
the date of the balance sheet. RO qu 


(iv) Research and Development Expenditure 
Expenditure in the Group is written off in che year In which it Is incuctes- 


Tax EBqualisation 

This relates to the UK operation enly and represents corporation tax at 40% 
on the difference between the net book value and the twation written down 
valus of che plant and equipment. 


(v) 


Contingent Liabilities : . . 

(I) Bank overdrafts of certain subsidlariez amounting at 30th September 1972 to 
£620,000 (1971 — £634,000) were guaranteed by the Company. 

(ii) There were:contingent liabilities at 30th rp run 1972. in respect of 

discounted bills of exchange amountin 000 for the Group (1971— 

£6,000) and £ nil for the Company (1971 — £4, geek 


` ` 
« * a 1 . t 
" a .- * , 





AUDITORS’ REPORT. to the members of: 
/RANSOME HOFFMANN POLLARD LIMITED. — 


LP 


In our opinion based on our examination, and the reports of the auditors of subsidiaries - 
not audited by us, the accounts set out on pages [es to 87] together give, so far as 
concerns the members of Ransome Hoffmann Pollard Limited, a true and fair view of the 
state of affairs at 30th September, 1972 and of the profit for the year ended on that 

date and ib with the Companies Acts 1948 and 1967. 


TANSLEY WITT & CO. 
Chartered Áccountants 


2th December 1972 
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vua. d . S Po. 
AKE out the take-overs ahd buque die E, situations: 
.and there is, in' the time-honóured Stock Exchange plirase, . 
y ‘hot a lot to go for.in the market’. At least there is not a lot. tó 
"go for until it becomes clear j just. what the reaction to Phase ‘I'wo 
ss going to be. ‘If resistance is. going to be passive rather than 
"active, there eould be some basis of Honey not of confidence, ` 
; formed. 
«But even given that situation, Sere can be few Stock Exchange. 
E “investors or: operators putting their hands on their hearts and 
“y declaiming, ‘We are still in a bull market —6o6 for the FT Index. 
"by mid-year’. Pinched industrial profit margins andthe pos- 
‘ “sibility of Phase Two- confrontation . and strikes is not an 
ey bullish combination. . 

An‘equity market that has thrived on inflation will not thee 
ion attempts to control inflation by price controls. An. early : 
Budget i in order to reinforce Phase "T'wo. before the Government. ` 
T, on to Phase Three is not a bullish prospect. There-is ` 

vd more ‘incentive’ that Government can offer industry. 
“thou e Budget, even if the Government wants to make any - 
. such offer, which is doubtful. 

` At best, the equity market is likely to held its present level: 

“ön: thè balarice of what. may be some MOON fluctuations over, 
‘ithe next few weeks. s Tis ; 2 
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T FHE week in hid ‘a Treasury Sauk with a a per cent coupon. 
is issued at 2$ points discount may, it is- hoped, have seen 
“the summit,of the interest rate rise. The summit for the time, 

= peing that is. Bank rate becomes devalued in the same way as 
. anything else, and each succeeding crisis calls for a new, interest 
rate peak. "The devaluation of 1967 provided the first 8 per. cent 
Bank rate crisis. Inflation 1973: has provided the first.9g per, cent _ 
: Bank rate crisis and no nere there will come a crisis calling for 
: double figures i in due time, For the moment; however, there is. 
‘an assumption that interest'ratés are not going higher and at the 
E snort end may even shade off a atele; ‘The last thing the authori-, 
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Bank of England Minimum Lending Hato-—Jan. x2th, 1973. 9%. 


«Nov. 10 m 883896 ` l Dec.is >. . 47 4318% i 
"Nov. 17 6°8558% " .Dec.aa2^ ..  ... £84356% - 
> Nov. 24. .. | .. £6:934695 Dec.29 . ^  ... £83088% 
Dec. r 555.2 ao 149076 . jan.5 > ee 48:2787% 
"Dec. 8 e Ec 474276 . , Jan. ia: + £8:2586% 
U Dif aas " UE ` od va 
T S ET Money Wales 
Day to day ns gud g . Bank Bills E —— 
) [^y Cau B ‘'  2months. .. 81-8170 
ine Trade Bills 3 months, =.= 84-83% 
“3 months . T gh 08%: = months :.... 88-8196 
: months. «s «91-108 yp = months, .-. 90i-9196 
E" months . B AtA T j^ dm DE 
ET E r : i a . 
me Three Months Rates PP 
Paige e deed authority deposits `` PU D sol" 
vts Local authority bonds : o 8$ ` 
dra : , Sterling deposit certificates’ . eU9kt-od4. ek 
ae E . Euro-sterling deposits -  .. ...!9b-9] 2 Oe 
DS Euro-dollar deposits ..' ...  .. sj -6i d 
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Savings 3% 65-75 
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lies wanf at present is fae Pih interest, rates tò gine out the 
all too tender buds of industrial capital investment reawakening. `) 
The latest DTI estimates have shown just how tender the buds' 
are. ' . . : M . i " 


JI * 2n 26m je + : à 
E . " t 


TE A of the. Building Societies Aai to recom- 
eñd.an increase in the investment rate from ` '5:25 per cent 


"to 5'6 per cent, apart. from being.one of the most. generally. - 


forecast moves by the Association, was probably one -of. the 


. most thdnkfully accepted by . the Association's, members. T 
"Remarkabl 
. in but it 


the 5:25 per cent rate has been pulling new money - 
m not prevented old money going out, and the ' 
feature of building society operations in 1972 was not neces- . 
sarily the new record level of lending but the vast turnover of | 
> money that made the lending, possible. The new 5 '6 per cent | 
. rate made possible by the reduction in the societies’ composite. 
rate of tax should keep more money in and reduce money turn- 
over without fecuri. net money intake. yg teas 
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Pos 
NNUAL ;premium life assurance ib by 25: per cent to. ios 
million in new premium income, and a rise of as much as | 
82 per cent to £404 million in single premium business, marked 
another record year for the’ life assurance companies in 1972. 


‘Sums assured rose 15 per cent:to £15,000 million. The single | 


premium rise of 82 per cent in new. business naturally reflects ` | 


the vast'expansion of growth bond business. Life assurance in. 


its new compact package form is becoming a savings vehicle E 
"first and an assurance policy second, but this far from quiet - 


revolution in life assurance has certainly given an old savings 


industry a new lease of life. T'o such a degree, in fact, -that some 
of the old members of the old industry are actually participating‘ 
in the revolution. But new names — Abbey. Life, bro Life, 


Pd 


. Tyndall; ‘Merchant Ínvestors - are the names ‘that make life 


assurance news now -~at least as far as the ‘new Saver is, 
Ene x gus l i | 
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"Finance House Base Rate - January rat, 1973. ET 
Retail Price Index (16.1. 62=100) 1694 3, 14-11. 72 (froma 168- ». 
"Tax Reserve Certificates (3.1.72) Personal. 3i : P NE 
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` (Company certificates no longer on offer). hi: 
ox es -` - .. Foreign Exchanges 2 P 
New York. * 273509 Frankfurt Oe eX 4 24 8525 
Montreal . 23490 Milan e 1380°25 .- 
Amsterdam ` 7°5950 Oslo . ,.. . I5'5825 
Brussels... «. ..^ ,104*00 "Paris ` . “119850 
x c EE . JÓ'2100 Zürich l 88s 12 
i Gilt-edged M. 
Consoli 4% ee 40d Treasury reasury 9% 1994 - ^ . 95i 
, Consols 24% ^.. . .. 25$ 4% 84-86 .. 941" 
';Conversion.3396 .. .. a 364 . T Hd 87-90: .. . 90 x 
. Conversion 5196 I974. :.., » 968 . ‘Treasury yp 1976 .. oa 
n ,- Funding 34% 99-04 i. 3 ‘Treasury 34% 77-80 .. 751. 
‘Funding Hi roa o5 82h T'reasury.3176 79-81... | 73íxd . 
d Fundus of 7 ‘Treasury 5% 86-89. -. Ly; an 
‘Funding 52% a 00. Jå Treasury 54% 08-12 .- 609 - 
Funding 6% 1993  .-..* 72i Treasury 2396 .- .-: 26° 
Funding. 61% 85-87. =... 8r- . Victory 4% ^... . 98° 
891 . . 361 


E n - 
ML: à 
n ^ ` 
rad * 
s * + =? 0] jb. 
* & + . * a. 


eo 
5 


^ , - à 
E s 
i st : M 9 oni DRE A - 


 BULLS| AND BEARS 


” [i t bi “4 * i 
n - B D 





| 


MIN JE “Bulls and Bears’ on T T" i Finaniial 
Times Government Securities index, has, risen. from 
71 09 toj71: 71 while the FT Industrial Ordinary share index 


risen from 501:6 to 505:5. This modest performance | 


presumably supposes that the — at the time of writing — 
aa announcement by the Prime Minister of the next 
' phase of his anti- inflation policy will contain no shocks, 
à conform with general expectations: that it, will 
Jall round. -Sonie price increases will be made 
inevitable by, world. price movements or seasonal fluctua- 
tions, but it is expected that price increases generally will: 
still enable. industrial, production to expand. A somewhat 
disturbing factor is the adverse visible balance of payments, 
of some £700. million for 1972 which may rise to about 
£1, ooo million for 1973. Perhaps import controls may have 
to be reintroduced for a time, while there aré imponderables 
in the ‘shape of the anti- inflation ; méasures, VAT and tbe: 






entry into Europe. These have caused some market com- - 


mentatórs to expect dull market. conditions to prevail for. 
a time, with.an upturn in prices later in the year. There 

ll, of course, always be special situations and it may well, . 
be = the upturn may come sooner than expected and, » 
peg as soon as. the anti- inflation legislation i 1s out of the ` 





Corporation Loans OT 


| | | . 19725. 
Price Yield ` -High Low 

‘Barnet 74 er cent 1988-92 90 . 8:6 102 -.95 
Birmingham 8 per cent 1979-81. 94 85 ' 104 93. 
 BouremjduthBdpercent1978-88. " 100 — 8:6 101 99 
SHCRING ATS percent 1916-90 100 d 98 91. 


F xed Interest Stocks’ (Industrial, Commarslal) 


TE. . 1972: 
| Price — Yield ` High Low 
Lewis's Investment 64 per cent , . tS oy nee 
- debenture 1985-90 .. ^ .. 70 - 93 - 84. . 69 
J. Lyons; & Co is per cent lgan 2 gx, 2 2 
1987-9; : ^. 78 9.9*^' .94 .' 76 
Marley . 6 per, cent departure a a I A E 
198 70 (99 | .80. .71 
Mather & Platt 10 per con deben- » P4 
‘ture 1995—2000 . . 107 9-8" 112 110 
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This company owns and operates well-known hotels inns, 


89 — 


: e 77 PIE 972. 
: ) i. . Price ‘Yield. Ratio High Low 
Trust Houses Forte Ordi- "LM ae hee 
| nary. 25p. shares 257 40. 170. 202. .167 
.,.: Bowater .Ordinary £1 Au j 
shares ES 023. 27. 276 . 282 .151- 
. Dixon's- Photographic i l zn f 
Ordinary 10p shares`.. . 157 | 08 26-4 1 59. 69 
. Gestetner ‘A’ Ordinary A NE 
ais RS a 150 21-171 183 .. 138 


etc., in this country and i in Spain, Portugal, . Bárbados and | 


| Majorca. It also owns '"Grosvenor' ‘House, ‘Park: Lane, 
‘Queen Anne’s Hotels and Properties and Forte’s. Big : 
physical expansions have taken place in recent years and . 
the share price, with occasional setbacks, has been on a 
sharply rising trend since 1967. An attempted take-over bid 


by Allied Breweries- recently proved abortive, but Allied 


still holds a 27 per cent stake in the company and it is“ 


thouglit by some, will eventually bid again, but next time 


40 per cent may not be wholly met on account of the freeze. 


DNNE the share price is rising steadily, if slowly. - 


. Bowater 


"This cornpany has bani in. the. news of late by reason a ofi its i 

. rejection of the Trafalgar House bid worth 232p and its ... 
acquisition of Ralli International. Bowater. alone wasa: 
company rich in.assets but, because of its over-dependence a 
on paper, with a poor profits performance. Ralli is a world- ` 


"ide ‘commodity business and a world-wide . money 


business, with proven ability to generate high earnings and . : 


an excellent management team. 'The idea is that with Ralli’s 
management skills the Bowater company. is in for a new era 
of prosperity: "EE ee 

Dixon's Photographic . 


rose from £596,000 to £1,723,000, but for the 28 weeks to 


for. the remainder of the year is most encouraging. There 


> has been- a substantial expansion within all group divisions ` 
-- and a continued broadening of the product range. The 
..company's: chain of 128-shops is being extended to 148 
. shops, colour television is being’ introduced into all the 
j, ‘company’s outlets and the marketing of electronic com- 
| puters is proving distinctly profitable. “The shares are a 
-lively market and should be good for. short-term growtlr. 


H 


"This company ipecializé in sen offset. duplicating 


Doo and accessories on. a "world-wide scale jand its 
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‘at a price nearer 300p per share. For the first half of the | 
current year, profits more than trebled at £1:4 million but, - 
the forecast for the full year is. 14:4 million which implies | 

a profit growth of 30 per cent, but a forecast dividend of 


' ~ For the year ended April 3oth last, profits of this company . | 


‘November rith last pre-tax profits: amounted to £3.01 ` 
- million, an increase of 143 per cent over the same period" 
in 1970-71, while earnings per share are shown at 833p.: 
` against 3:3p. The chairman says the second half has begun - 
well with sales again at record levels and that the outlook 
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shares have proved a safe gil vigorous holding over many 
years past. Earnings have shown consistent growth and 
there have been scrip issues of x for 4 in 1964; 1 for 2 in 
1965; 1 for 1 in 1967; and 1 for 1 in 1971. Between 1968 
and 1972, turnover increased from £43:6 to £75-7 million, 


- DESPITE the fact that many life assurance 


à 


companies have been announcing record 
new business figures for 1972, there is no 
doubt that one of the drawbacks to life 


assurance as a means of investment in the 


past has been the rigidity, and the poor 
values paid in the event of early surrender. 

One survey showed that the average 
rate of lapse per annum in 1970 among 
23 life offices investigated was 8} per cent. 
This means that, within a period of five 
years of issue, about one-third of the 
new business written in any year will 
have terminated. For the same offices, 


the figures can be expressed as 46 per 


cent of all new business written in any 


. year. 


To some extent, the greater flexibility 
being introduced by some offices will 
overcome this problem. One of the most 
recent companies to Introduce a flexible 
contract has been the Commercial Union 
with its Wealthmaker. 


This has been designed primarily for: 
those up to the age of, say, so, who wish ` 


to accumulate capital by. regular monthly 
investments from income, but who do 
not wish to be tied to a long fixed period 


. ofsavings. 


Basically, this is a with-profit endow- 
ment assurance, arranged initially to the 
age of 65. Nevertheless, at any time after 
the first 10 years, a number of options are 
available. For instance, the policy can be 
cashed in full for a guaranteed sum to- 
gether with accrued bonuses relating to 


` that sum. Or, part of the investment can 


be taken with the policy continuing for a 


© smaller proportionate monthly outlay. 


On the other hand, the policy can be 
made paid up and the cash can be with- 


‘drawn at any time in the future. Or, of 
course, premiums can continue to be. 


paid until it is decided to take the cash 
at any time before the age of 65. 

-This is likely to be an attractive con- 
tract, particularly since the Commercial 
Union has increased its reversionary 
bonus from 4:25 per cent per annum to 
4°50 per cent per annum. The interim 


: bonus rate has been increased from 4 per 


cent per annum to 4:25 per cent per 
annum. 


ox o & 


THE idea of income bonds which, besides 
providing a good income, also give a 


‘limited amount of capital appreciation, 


appears to be gaining ground with insur- 


THE 
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ance companies. The London Indemnity 
and General Insurance Co has introduced 
an income and growth bond. The yield 


'on the capital (paid half yearly) ranges 


between 5'5 per cent and 6-4 per cent 
after basic rate tax. The investment 
period can be ro or. 15 years, and there is 
capital growth of 25 per cent over this 
period. From the outset, 
guaranteed minimum surrender value of 
go per cent. This grows to 100 per cent 
after five years and continues to grow. 


d ae a 
THE managers of M & G Trustee Fund 
have made a special interim distribution 


of income for the period October 16th, 
1972, to April 29th, 1973. This has been 


‘made so as to assist those unit holders 


who depend on a regular flow of income, 
in: view of the fact that many companies 
in which the Fund invests have deferred 


payment of their dividends for several 


months so as to make savings in tax. These 


dividends could not be included in the. ` 


two distributions of income' previously 
declared in 1972 which consequently 
totalled less than the corresponding pay- 
ment in I971. 


The managers have said that the costs. 


of this special distribution by the T'rustee 
Fund are being borne by the managers 
rather than the unit holders. 
managers are determined to preserve a 
proper balance between the interests of 
both life tenants and remaindermen. 
Probably this is one of the reasons why 
the Fund is popular with trustees requir- 
ing steady, long-term growth. in both 
capital and i income. 
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THE Sun Life Assurance Society is 
following the trend which has been set 
by a number of life offices by moving 
over to declare bonuses on a compound 
basis. This means that they are allocated 
both on the sum assured and on the total 
bonuses already attaching to the policy. 
Existing policies are not being altered. 
Instead, the Society is creating a fresh 
series of policies. All-profit-sharing poli- 
cies sold from this year onwards will be 
on this basis, and new rates of premium 


, are to be charged for such policies. The 


next distribution of profits is due to be 
made at the end of this year. During this 
‘year, any ol the new policies which 


there is a. 


The ` 
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pre-tax profits from ides 7 to £9:16 viillion; earnings per 
ordinary share from 20:6 to 36:1 per cent and dividends 
from 9 per cent to 12 per cent. The report last April stated 
that the company was trading at a record level of profitability 
and next April's report should make interesting reading. 


become claims by death will receive 
interim bonuses at the rate of f4 per 
cent per annum. 
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MARK “WEINBERG, managing director of 
Hambro Life Assurance, has estimated 
that during 1972 sales of ‘managed bonds’ 
by all companies were at least as great as 
the sales of property bonds. Hambro 
Life, whose managed fund of {109 
million is the largest in the field, has 
benefited from this growth. 

The fund is continuing to place primary 
emphasis on equity investment. Within 
the unit trusts in which investment is 
made, liquidity may be built up from time 
to time as the managers judge the best 
time to make their purchases of individual 
stocks, The Investment Panel is confident 
of the fundamental strength and growth 
potential of property investment, pro- 
vided the right quality properties are 
bought at the right prices. 

They feel, however, that in the con- 
tinuing tight conditions in the business 
property market, it is better to hold back 
the percentage invested in property, 
rather than to get involved in purchasing 
properties at inflated prices so as to 
maintain a higher property percentage. 
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THE total assets of the Abbey National 
Building Society now stand at the huge 
figure of £2,212 million, showing a 
growth of 19:03 per cent in 1972. 
Receipts from shareholders and deposi- 
tors, including interest added to principal, 
amounted to £850 million, to which 


‘must be added £336 million which the 


Society received by way of mortgage 
repayments and mortgage redemptions. 
Over 95,000 new mortgages were 


‘granted in 1972, amounting to £530 


million. This compares with {425 million 
granted in 1971 to almost the same 
number of borrowers. 

In a further effort to encourage savings 
as from February rst next, the Abbey 
National will pay 7 per cent per annum 
on regular savings of up to £40 a month- 
invested in Build-up Share Accounts. 
Under the new tax arrangements coming 
into force in April, this net 7 per cent per 
annum is equivalent to a gross. rate of : 
Io per cent for the 30 per cent basic rate . 
taxpayer. 
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| VAT seen 
as cash 
flow threat 


. [SOME OF the hidden costs of 
i-| VAT have been revealed in a 
sei survey published to-day by 
1 Accountants. Weekly. Two-thirds 
Il of the 420 qualified accountants 
|questioned thought the tax 
'h would increase operating costs. 


to| Almost half—and a consider-| 


€S/ably higher proportion of those 


Niin smaller manufacturing com-]. 


JY | panies—forecast that VAT would 
n bring reduced cash fow and 
o liquidity. - 


er| On the brosdes economic 

alifront, 70 per cent. of accountants 
id saw VAT as increasing wage/ 
ds; cost inflation. Length of credit 


‘et taken is seen by 50 per cent. of] - 


respondents as inevitably in- 
a| creasing, and. again it is the 

smaller companies that seem 
id|most likely to resort to this 
ry|method of financing their 
ito | operations. 


Oe Two-thirds agree that there 
“| will be more mechanisation of 

accounting, but here it is the 
?C|accountants in the largest 
, | Organisations who lead the table. 
l None of those questioned 
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SHIELD FACTORS have 
the realistic answer 

to your cash-flow 
problems. 


VAT will make book- 
keeping more complex. 
We relieve you of the 
burden of operating your 
sales ledger. | 


SHIELD FACTORS give 
full protection against 
bad debts, including 
the VAT portion, which 
is not recoverable from 
the Inland Revenue. 


For further information or a preliminary talk 
(which creates no commitment), please contact 
the Development Manager at the address below. 


Shield Factors Ltd 


JO 


Owned » N.M.ROTHSCHILD & SONS LTD. 

ANGLO-AFRICAN SHIPPING CO (SA)LTD. 

C.T.BOWRING & CO LTD. 

EAGLE STAR INSURANCE CO LTD. 

INDUSTRIAL & COMMERCIAL FINANCE 

CORPORATION LIMITED 

KLEINWORT BENSON LTD. 

Plantation House, Mincing Lane, London EC3M 3LE Phone 01-623 3701 


"Vil 
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Kni eht 
Frank & 
Rutley 


Auctioneers and Surveyors 
Valuers of Industrial Properties 
Plant and Machinery 

Fire Loss Assessors. 





20 Hanover Square, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh En? 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tei. 0432 3087 
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MI was “established in 1942 to provide. a professional’ organization, for. accountants and financial executives 
"Ml. - ompleyed in commercial, industrial :and:other: undertakings, and- to promote, and encourage. the study. of the Jf- 


a j i A echo problems relating to the design, and use of accounting: procedures i in the service of management. 


J^ . 
^. 


" Membership is. abisinable, by. examination only. The syllabus: has been developed to meet the eda of. » 
"industry. as distinct from those of public practice, The commercial accountant must.be a ‘specialist, trained in; | - 
|| business;for business: his function.is to devise.systems. for recording, analysing ánd. presenting the information, 
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M SM which management réquires if it is. to: reach: rational: decisions, " NE is l SE NM 

^e “Detailed syllabuses and türther: infomation a8 io éligibility t ^or. Registeród: Studentship. on ih the case "of" | 

M | 1 qualified. or experienced a accouhtants, Senior oe Studentship): may be obtained. from- the Secretary at ;: i 
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Inflation, Its Causo and Cure: a 


| SIR; - Jack Clayton’s letter of reply (December 21st ism]. 
following} my earlier letter (December. 14th) challenged ‘my - 
statistics, asked. for help’ m a plan, and dd sundry: ther 
issues. ||. > 
Mr ĉi iyton' 8 company ‘total income’ figures from the. Blue 
Books obviously differ radically from my claim that the-share of + 
' company 'net income’ in total community income fell by about. 
half between 1952 and 1971. The divergencies possible in such . 
comparisons turn upon the form and extent of adjustments - . 
necess for. stock ` appreciation, and capital consumption 









: (depreciàt on and inflation adjustments) needful during. a. 
figures need adjust-- 


accelerating inflation. Blue. Book 
interpretation, as illustrated in Table 'C.z. (pages 

in British Capitalism, Workers and the: Profils Soleus, 

and B. Sutcliffe (Penguin, 1972). Related inferences ` 


. period o: 
ment . 


experienced a mote rapid arid ‘substantial transfer: of: * 
incremental net income from the company sector to the personal . 
sector than has occurred in any other leading industrial nation... 

‘It is natural that a parallel transfer of tax burdens should also” 

_ take place. ` 


My: eatlier letter was, of course, ' especially concerned with d 


deprecial on under. inflation. It, and my generalizations, were. 
thus directed tainly to the worrisome case of British manu- 
facturing| indüstry, where the depreciation: ‘and inflation 
. próblems| are most acute. Overall. businéss-income: averages 
tend to (conceal the fact ithat the health and’ wealth of manu-' 
facturing] industry has greatly declined ‘over, the past twenty 
years, rel 
bution, n construction industry, property, and financial and: 
other seryice industries. British manufacturing industry is, of: 
course, much more directly affected by foreign- competition 4 and 
. price ley els than are most other sectors of: cornpany activity, 
and. thus inflation, and the adequacy of "inflation-adjusted. 
depreciat on and tax allowances,“are much more crucial fo. 
. manufac turing than'to other business sectors. 

 Incidéntally, I.do not consider myself to be a victim: i a^ 
20-year | ropaganda campaign. by big business. Í am an inde- 
pendent-minded academic, who enjoys being taxed no more than 














the n . But times have changed: It is unrealistic to waste” 
mental ergy trying to roll back the. rising tide of ‘taxation, ` 
which derives from political forces beyond: the’ control: of 
analytical determinism. Rather, accountants and économists : 
should concentrate their main energies on the problem of how. : an 


the politically prescribed level of taxation so ‘that.it * 
ċausés minimum hardship, and minimum interferences with 
rational [business decision-making and efficiency. While there is ` 
- no firm proof as regards who ultimately pays the price óf company ` 
j|there is certainly a school of thought, to' ‘which I 
that a large fraction of company taxation: is passed: 
umers through: prices higher than they would bein . 
a ce of such taxation (at least in those. Sectors of. the' 
economy not directly exposed to keen foreign. -price competi-' 
is Js so, a.total shift from company taxation to VAT, : 
probably. not: be wholly .passed: on to consumets; - 
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)|be drawn from OECD statistics, which indicate that - 


.Covenanted Pledossr 
Sm, - The reduction i in the standard rate T tax from 985 75 t9. 


to the prosperity of wholesale-and' retail distri- . 


economic sectors with. keén. Un 2e differ- 
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| ^ ential ‘levels of, re as. TAS eee cae 
: would not. greatly: change ‘the ‘status’ quo. An alternative shift 


"from: company: taxation to personal taxation could even turn . 


^out.to be: progressive, by redistributing tax ‘Burdens to- some : 





,extent..away .from ' aVerage-income .. consumers ‘towards the ^. 


recipients of ‘large incomes, . especially "uneàrned'-incomes ' 


~ (Le, precisely those-incomeš. at which in theory, if P MAC 
| COmpsny taxation is aimed). < . ~: 
- ‘Mr Clayton refers-in his letter-of December 21st. toa ‘plan’, . 


di pes also ‘to. a number of his fiscal ideas developed in the past 
' and: summarized in his-other letter. of December 14th. He also 


.refers to the need for more detailed inventigation, and he asks 
“if land my department would be prepare 
‘effects: of taxation and of alternative tax. systems is certainly a 


| Very important area for research (investigation i in depth), and _ 
indeed, somé research in this area is already being carried out in - 


this department by two: part-time researchers in théir own time. 
However, the'department has no unemployed research capacity, ` 
“and in any event publicly remunerated academic staff cannot be 
directed by me to lay-aside their approved research projects or: 


to help him. The `. 


other scheduled work in order to assist Mr Clayton or anyone | 


' else with private investigations designed to substantiate a pre- - 
conceived plan. Moreover, the International Centre for Research ~- 
-in Accounting, located in this University under the direction of. 
my. friend, and colleague Professor Edward Stamp, is not 


prepared to. allocate: resources to’ the- investigation of Mr . 


-"Clayton's schemes. Doubtless,. however, my' department and 
also other departments of accoun and/or economics, would : 
;be grateful if British industry or e: accountancy ` professiori- 
would finance some major research fellowships (to be filled by: 
. public advertisement and, competition). specifically: for m 
stantial research ir in taxation. - ' | 
ie E 3 Yours faithfully, "s 
EE. NEM . R. PERRIN, 
uu ELE MM Professor of Financial Control, | 
Lancaster. = i.. T UNIVSCHE OF LANCASTER, 


we w 


4o per cent, as from April rst, will result in the income tax: 


repayments. to charities, which are obtained from the tax ` 


- deductions.‘from, covenants, being reduced: by dA 


£1,020 on a net covenanted income of f£ 5,000 


As covenants are net payments, these have to be grossed- up. 


recovered. from the -Inland Revenue. The- calcùlation of the. 
"anticipated ‘tax recovery loss’ is thus computed asunder: — 


- What is ‘hot generally Db che is E the covenantors 
personally gain by.the.tax reduction applicable to the notiorial | 
gross amount of the- covenant. - 

At present; most covenants are stated at a net figure per 


annum but the actual covenant is the gross equivalént.(that is ` 


after adding.on to thé net income the notional tax deducted .. 
therefrom). This is discharged by the payment,to the charity 


"of the net. amount. and the income tax. applicable thereto is -` 


~ mainly ‘recovered ‘from the. taxpayer. out of his. or her. taxed . 


income. > Thus, in the casé oni a covenant t of & 52 per annum, the: i 
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at the standard fate of tix, and the notional tax deducted is thus : 


Net covenanted i income, say... T -- £5,000 | à; 
‘ Equivalent gross at 38 75 per cent rues l 
7 ^ Tex recovery. -` rM "EL, " Ut | 3,163 - 
, Equivalent’ gross at 30 per cent’ ! £7,143- . » e 
" Tax recovery- S M s "E 2,143 ` 
Loss i tax recovery i t n conso: 
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"present certificate showing - the amount of the covenant will 


o réad. as urider: -` 7 f £ 
" Gross ` > : E 84:90 v 
; Less Income tax at t387 75 per c cent 32/90 "S 
a S ae _ £ 52:00 
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he method of er: of this sum is that the covenahtor 


~ pays £52 to the charity and £32:90 to the Inland Revenue, but 
` the latter amount is either paid by deduction of tax at source 


-"from investment income,. or, alternatively, adjusted. in the - 


* earned income by'a restriction of the earned income relief. 


w Invorder to achieve the same total result on the reduction of . 
tax’ from 38-75 to 30 per cent, it would be necessary to enter 


into an additional covenant for £743 net, as follows: - 
"^ Existing . Additional 











: 2 covenant , l covenant 
ud 7 4 i £ E £ ; 
Net . 5200 ^  .743 59°43: 
-Tax at 30 per cent 22°29 3°18 325'47 > 
P : : £7249 £ioÓ61 m 


“Although die covenant is- Viticrcased by £7:43, this represerits 


he stax saving on the original gross amount, viz.: £84-go at^ 


“8-85 per cent, namely £743; thus the total cost to the covenantor 


, 7 is, exactly the same. 


-;'The explanation for the T is that the taxpayer will actiially 
ay less tax on the whole of his income, which includes that part 
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É rudy 18th, 1978. 
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informative file year ne but E ive many of di unit T 
trusts in the bottom half of the 1972 unit trust tables. B 
* Furthermore, ifa unit trust's distributions have -been de- 
creased. for six consecutive years, and another's fallen by 45 pèr `. 
cent in oné year, then the.reason is obviously that both of these 
trusts have placed the emphasis ón growth rather than i income - . 
a point which should have been outlined in the managers report . 
sent to unit holders. If this was not the case, then an explanation 
is called for from the trust managers and trustees. If this is 
unsatisfactory then the only recourse, apart from selling one's. 
units, is to complain to the DTI, who I feel sure would not allow ji 


the state’ of. affairs to continue. ; 
. Yoiirs faithfully," a 
Welwyn, Herts. " * JT. ALLEN. 
[Mr Wilkinson's original point, as' we understand (Decembes: 
14th, 1972, issue) was that the DTI has not in fact displayed, in 
his experience, a sufficiently close interest in the content of unit 
trust managers' reports. — EDITOR. J "i 


` Valus Added Tax 


_ Sm, ~ The- interesting thing about value zi tax: ‘is that 
nobody ` seems to draw attention to the fact that it is not:-a 
value added tax at all, it only appears to be. It is, 'in reality, ‘a 
sales tax on the final consumer or exempt pefson., . - 
It is, of course, well recognized that the whole of tlie burden '. 
falls on the general public, i.e., the final consumer; but the myth 
persists that the government. collects the money in stages às 


-— 


' 
m 
à 


_of his income relating to the covenant, and it is equitable that. . each link in the chain of production and distribution passes on 


the benefit of the reduction .of tax applicáble to the covenant 
should be refunded to the charity. . | 


~~ Ir is appreciated that the execution of additional covenants 
uld cause .sóme didiculty; particularly with regard to the: 


variation in dates; but it is suggested that if the Revenue could 
be persuaded to. accept amendments to the original covenants 
^to'-equate.the tax position, to coincide with the terms of the 
oren contract, and not for a further seven: years, this me. 


g meet the dificulty. - Yours faithfully, 
Ed ^ Newcastle upon T ‘yne. | 


I r 
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aoa Currency . 
` SR, - 
.retürning to the United Kingdom, after an: absence of several . 
- . years, is the manner in which the.adoption of decimal currency 
Bas shifted. the accent from the numerical adjective to the 
 Cdfrency substantive, e.g} from ‘fourpence’ to “fourpence’. 
` have also observed the demise = ‘tuppence’. and toruppenge: 
“with regret. . 
‘Had the’ word ‘ ‘new’ been’ poe into. current currency ' 
y apeech 'nuppence' might have emerged as a compensating 
< «factor; but, as it is, I can but feel’ lad that a ‘fourpenny oné’ 
-has passed into history at a time when it could have been put to 
"such good use in describing: events on the football field. Some: - 
_ how, a ‘fourpenny one’ just does not ring true. 
l Yours faithfully, 


ROBERT | E. ELLMER. 


f 
4 


: Marlborough, Wilts. . 


wW 


t - [The abbreviation ' nuppence' was ` coined, apparently, by Mr l 


„Albert Battersby-in -our ‘Preparing for. Decimals? column of. 
: September e 1970, but was-never in common usage. 
A un : vod ew 
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"Beware of- tiis DTI 


` Sm, The main point that I intimated in my reply tó Mr F. M. 
"Wilkinson was thus: no further amount of historical information 
will help to make.one’s choice of unit trust.a star performer. 
"This is clearly shown from his own examples quoted, namely 
Save and Prosper anc Barclays Unicorn, both of whom give 
tw 
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One of the most fascinating features I-have observed on 


= 


the goods. The fact that individual links appear to‘be-in a net ` 
output position and duly send off their quarterly cheques to the ` 
Customs and Excise merely disguises the fact-that, if the goods `` 
-are unsold fo the final consumer at. the end of the-tax period, 
not a penny passes to the government. Industry has beén happily ` 
playing musical chairs with each other to no total’ financial ` 
effect, . . 
The VAT system cleverly eer o8 tlie final c consumer sales 
‘along the.links in the chain, taxes them along with the main 
` consumer sales at the'end of the chain and avoids the inequitable ` 
effects of cascade tax, but it is in no way a.tax oñ value added.. 
: '. Yours faithfully, 
J. HILTON, - 
Chief Aécountant, ` 
Moran Macneric COMPONENTS. 


ur 
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Southport, Lanes. ies. 


Published. Accounts l 


SIR, — We noted with interest your CRT editorial about the : 
laggards in reporting and publication of accounts ü T he Account- 
ant, January 11th). ý 
‘Nearly seven months’ is indeed dena But encouraging, too, 
for Norcros, which — in 1972 ~ made its preliminary announce» ` 
ment in QI days (less 26 Saturdays and Sundays), and published 
its printed consolidated" report and accounts.in just 100 days | 
_ (less 30 Saturdays and Sundays with Christmas also intervening). 
Do these facts mean, then, that. Norcros too might be ` 
‘rightly. commended’, especially as it i$ an international group 
and not merely a cash trader? ; 
— Yours faithfully, 


FRANK BARNARD; - 
Group Public Relations Officer, 
Reading, Berks. - Norcros Lrp. 


E eed in our editorial of. January . 11th were specifically 
related to :the-300 companies. featured in the 1971—72 Survey of- 
Published Actounts—a group in which, as it happens, Norcros 
was not included. We have commented.i in the past on the advant- 
.ages of prompt publication of accounts; both generally and' in - 
relation to the Pergamon case (The Accountant, July 22nd, 1971)... 
"Despite welcome examples of individual ‘excellence, the general 
situation is still capable of improvement, — EDITOR. l ^ 
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MÄI CHESTER'S AUDIT. 
24. | (SEMINAR ^ oC 


. EARLY application. is advised. for those’ 
members | of the Manchester CASS’ 
wishing to attend a ‘two-day audit seminar 
which’ the Society has. arranged: to be - 
held at the Lancashire County Cricket ' 
. Club. from. March r6th-i7th. . "n 
' Organized by Touche- Rosa, the main - 
topics to:be discussed will be ‘stocks and 
‘work in |progress, covering many facets 
and implications | of what is probably-the 
most cult aspect of auditing; the 
modern i dit approach. to the subject, 
and. discussion of the exposure drafts 
. issüed b the Accounting . Standards ! 
Stéering į (Committee. The techniques * 
used for! work in progress valuations of. 
. long-term) contracts will also be covered. ` 
Memb rs will have the opportunity of. 
using the firm's information retrieval 
. System, STRATA, to develop a program 
for the au it of stock and work in progress: 
"The program will be fed into a computer 
at the erid of the first day of the course, 
. the result being available for. discussion ` 
gas iets will be 










puter, audit gsm The- 
seminar will be an updated version of one 
"which his already"been run “successfully .. 
: for several other student societies. ~- 
‘The course is inclusive of lunch on’ 
both .days, and the cost is £2:50. Appli- ^ 
. cations, las soon as possible, should be ` 
| dddresse together with remittance made 
out to thi Society, to Chartered Account-. 
ants’ Hall, 46^ Fountain Street, Man- 
' chester M2 2AD,'or Hugh Medley, 8 
Devonshi 


port, Cheshire SK2 6JW.. 





AGUE FOOTBALL . 

Tur results. of matchés played in the-.. 
. Manch r Accountants Football League | 
‘on prada I4th, were as follows: f 

~ Division O l 
Price W 







n 4 Boardrian/Tollife 4. 
Cup - ‘SECOND ROUND , . 


Binder ey -2, G. H. Murray 3... 

Béever&Struthers 2. Bedell&Blair . — 4 

Peats/F 6 ‘Burne Philips ` 2 
^ e was formed three seasons 


next t Sun A denas 21st. .4 07 ^ m 
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ACA. of the London School of Account- 


. requirements of the-Companies Acts and 


"everyone had'ari opportunity to test their 


rated points throughout the lecture by 


z f hi d ct . eg er 
re Park Road, Davenport, Stock- , ít moni P roje aid a 


e Manchester CASS and the |: 
five cup matches will be played 
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: : HEAD PECIA MEX. E 
“ACCOUNTANT. ocu owe e 
| -be ‘congratulated. for the interest and 
Po d displayed i in ee course 
“material, "X Sas 
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| LETTERS TO ROUNDABOUT - 


aus UNE GR PY d 'ACASS Relations with the 


CONSOLIDATED ‘ACCOUNTS NAT Instituto - 
2s © T. AT EXETËR, Sm, 


IMMEDIATE application: is- necessary . by relations and an effective avenue of com- 
"those members of the Exeter CASS who . 


" wish! to take: advantage of a usefül one- 
day course, on ‘consolidated accounts -to 
be held at Exeter University on Thursday 
next, January 24th. The course will be. 
led ; by Mr-Donald Rich, r.c.4., and will 
commeéence.ati0 a.m. —— 

. Applications for places, together with . 
a fee of 7s5p. made. out to the Society, 


on Institute committees must.be welcomed 
88 a positive step towards achieving this 
desirable aim and: the Institute deserves 
praise for accepting the principle behind 


requests by ACASS. 


Torquay. . 3. | i 
Ed i - of this development or any ‘other change 
'PÓRTSMOUTH'S WELL: ‘of policy, decline in importance. 


It should be remembered that .this 
ATTENDED: :COU RSE - informal meeting is the ideal forum for the 


At a meeting of the Portsmouth CASS ` exchange of information and the expression... . 
of ideas. on. equal ground. and such a.. 
present to hear Mr Keith Mitchell, relationship should not be. superseded k 
: by what we all recognize as an Opportunity - 


.on January 4th, some 3o members were 


to contribute towards - 


4 3 
ancy, , “speak on Comp any accounts’ ^ at committee level. 


‘Institute | affairs 
> The lecture Covered the. accountin i i : 
E Yours faithfully, 


| 
the ‘current Institute. statements on the a PETER PENNINGTON LEGH; 


ee .Mr Mitchell explained’ modern. London ECa. 
; company’ accounts ` presentation, . illust- ` 
„rating some of the finer points’ bý, refer- 'Role of ACASS: 


ence to. recent: 
." reports, "The; subject” was also related to- 
‘the chartered examination syllabus and : *(Roundabout’, ; January 4th). 
. knowledge towards the end by om 
; one of the School's ‘Interrograms': : 

A. fully comprehensive course — . co-opted member of some two- weeks 
was provided, including pro forma com- 


pany accounts. The lecturer also. illust- inaccuracies in the condüct of its meetings, 


only to rectify such trivial matters, but also 
those which he mentions as important. 


-The ` session "Was-a.long one; lasting ^ ‘There certainly’ dre ‘problems..on the 
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| s NOTIFICATION OF. ICA “EXAM RESULTS: 


SUBJECT. t inforescen circuinstances; lists of candidates successful at ‘the No: 
vember.1972, Final Part I'and Part II examinations of The Institute of Chartered: 
' Accountants in England and: Wales will be, displayed at Chartered Accountants’ 
» Hall, ‘Moorgate Place,>London, on Monday, January. 2gth. E 
“In. addition, each’ candidate may: expect. to receive.by post at the earliest Dn... 
Monday, January 29th, a notice stating s whether he has passed, failed,:or: ‘been, 
| referred, together-with details including any prize: awarded or, if unsuccessful. 
. particulars of his performancë i in individual papers: - 


cannot entertain any inquiry ast to whether ee are RE "M 


` F t 
- 4 
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* 4 3 
5 ^ 
3 D 


ECT ' doubt whether anyone would” 
disagree ` that it is essential that good, 


‘munications exist between the Institute | 
and their trainees. Student representation : 


J hope through your slang you will 
publicize this major advance in the attitude’ 
should’ be sent to Marilyn Watts, c/o~ ofthe Institute towards its future members ' 
. Bishop’ a &. Ca, 150 The Terrace; - ' and. to express a hope that the Students . 

.. Liaison Committee does not,.as a result . 


Í 


standing ` on the. grounds of: technical . 


I would have expected. him to work. not: 





or texat 5.39 pam atid all preset gre to. E 


this step and for ‘acceding to: the many " 
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«President, ACASS.' S 


published accounts and . Sik; — [was interested in: the criticisms MI 
of ACASS voiced by' Michael Fallows 


I wonder whether Mr Fallows has his pr 
Own priorities in the right order; rather . yu 
than criticize a body of which. he is a” 


| \from 2. 39 to dod p: m. with a: short break | domestic f ‘front’. ACASS has maced been ar ` 


The Institute cannot give information of results by lephoan or telegranit d Lu le 


` 
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c. CASS (‘Roundabout’, 
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"publicising stich problems: ‘and’ momig 


“campaigns to alleviate these in the short. 
. term and remove them in the long term, in. 


an increaéingly professional and respon- 


‘sible manner. I hope Mr Fallows will fully - 


Support such activities. 
‘That ACASS sends decies to inter- 
"national conferences indicates that it is 


„aware that problems in the conditions and ` 
' training of students are not those of our - 
j profession alone but shall have increasingly ` 


'to be solved within a European context, 
f . -Yours faithfully, 


` London: WCz. BILL DORMAN, A.C.A. 


London's Special Meeting 


Sir, —], much appreciate ‘the’ prompt | 


l responsé from Richard ‚Vinson, the Chair- 


man of. the Committeé of' the London 


“| the events at the Society’s special meeting. 


: Im his opinion these should. be interpreted , 
from a balanced standpoint and he regards 


. some of my. poservotiod -88 imipiegging 
and untrue. ~ .-- i 
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' Mr Vinson’ is very rightly ae T 


thie two, types of vote: at the’ meeting, 


“leaving no. room for- any differences. 
did: not define ' an ' 


Unfortunately, - . he 
invalid motion which was the basis of my. 
objection regarding co-opted members i in 


- my previous letter. ` 


. Coming back to, the two types » of vote 
described by Mr Vinson, does he mean to 


say that co-opted members are. not 
members of the: Executive Committee as 
their ratification has been expressly dis- . 


approved by the meeting and as such binds 


*. the Executive Committee? If so, has the 
_ Executive Committee taken any action to 
fill the: casual vacancies. which .were not: 


filled due to the decision of the meeting? 
Is it possible to ask for an’ opinion (straw 


vote) of the meeting on the same issue on | 


which it has already given its 'decision 
beyond any doubt already (actual vote on 
advertised motion)? 


. . Being the Chairman of the Society, itis 
Mr Vinson' s duty to explain clearly the 


reasons for. such behaviour. Otherwise, 
irregularities . of. this’ nature will’ only. 


Ki 1 T 


, 
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Weaken the Society’ 8 campaign to convince ' 


members and the Institute that those’ 


running the affairs of the Society act with i 


FREpONIBUISy 
Yours faithfully, 


London NW6. B.A. SAYED; 


. i : + * C ' = a E ; . 
[Loos , Januaty pum 1973" . 


[Richard. ‘Vinson writes: I am sorry, that 
my previous reply did not satisfy .Mr. 


Sayed's objections. The published motion , ` 


was voted against because those presetit . 
objected to the manner in which the- 


ratification was put. It was considered that} - 


the names of those to be ratified should 


- 


. Straw vote. showed that the. 


have.been publicized i in advance and-each 


co-optee voted on in türn, This. viewpoint . 


has been taken into account ‘and new. 


procedures for future meetings are being | 


"formulated. 


Failure to ratify, a committee member's' 
position does not. mean: that the member, 


has to resign his place, but under certain 


circumstances he should: feel obliged so to - 
do. I believe the subsequent debate and 
co-optees » 


should not t feel obliged to Fesign-]. 
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;* "PROFESSIONAL NOTICES. 


CHRISTIE BUCHANAN & Co, Certified: 


‘’, Áccountants,; announce. that ` as from. 


va 
ro’ 
v 
E 
? 


E Jor some years. 


Te 


et as from Janu: 


January 1st, the practice of F. W. 
Hopper. &. Co, Certified Accountants, at 
oe Hil, was incorporated with 
their existing practice at 47-49 Ryé Lane, 
‘Peckham, London SErs.''. 


. DELOITTE .& Co announce the admis- 


:sion into their Manchester Deun 


2 on. January isth, 1973, of Mr A. M 


 "TERRÁS, B.A.(COM.), F.C.A., who: has been: 
‘2 member of their Manchester office staff 


d 


- 


. GRAHAM, IRVINE & Co announce "hae? 


. 32 Bedford Square, London WC1B aes 
; telephone 01-580 9676. o.. 


. P. T. HATHAWAY, F.COMM.A., A.M.B.LM. - 
"announces that he has commenced in 
ractice from January ist, 1973, at 17 
B Place, Shelton, Stoke-on-Trent; 


. tered Accountaits, 


20th, their: address ‘is . 


Services (Staffs) from the same address. . 


' ` The telephone number i is 0782 22538., . 


‘S.C. ‘Perry & Co, Certified Account- 
ants, announce that Mr. CHRISTOPHER 
PERRY, Ac.c.A., and Mr Derek Root, 
F.C.C.A., were taken into partnership - 
with, effect from, January rst. The prac- ` 
fice will continue under the style of `. 


.. 8. C. Perry & Co. They also announce . 


t the practice has moved to: new. 
premises at Gibson House, 800-802 High 
Road London Nr7 oDH (Tel. o1-8o1 
1251/2) and has incorporated the practice 


. of R. S. Turron & Co, Green Lanes, | 
‘Palmers Green, London N 15. 


PRICE WATERHOUSE & Co'anhounce the 
admission of Mr Victor P. HERDE, B.A. 


(Toronto), . C.A. (Canada), to partnership `; 


A jinni ondea has jiko ben A 
formed" under'the name of Management 


f 


“practice under the style of GRIFFIN : 


UNDERHILL & Co,. Certified Account- ` 
„ants, announce the formation of a new > 


STONE & "PARTNERS. with: effect . from `. 


- January rst, 1073: The partners in the | 

firm will, be Messrs LESLIE W., MOSCROP,: 

F:C.A., F.T.L.I.; CHARLES W. SMITH, F.C.A.; 

` F. "Roy Coan, F.C.À.; JAMES . W. 

TUMBRIDGE,, FCA, 
NDERHILL, F.C. C As, KTLLI. 


‘The partners of VINEY MERRETTS, Char- 

“tered Accountarits, of London, regret to. 
announce the death on. December 27th ^ 
of Mr MARTIN PRICE, F.C.A., ' who. joined 
the firm in rgor and retired ds. a senior’ 
partner in 1965. Mr PRICE was highly 
., regarded in the City of London where he .. 
-held a number -of directorships, but his 
main lifework' was with his firm, then’. 
known as VINEY PRICE GOODYEAR. 


in ‘the "Trinidad and Tobago firm as He was a Past Master of The Worshipful - 


from Jànuary rst, 1973. ^ > 


-Company of Salters. Mr Price followed.. 


SINCLAR, De MisQurra. & Co, du ; inthe footsteps of his father Mr EBENEZER | 


| announce. that as", 
from January 2oth, their address is 32 ' 


‘Bedford Square, ‘London WOCIB 3EG, 


telephone 61-580 9676. - 


"TURQUANDS BARTON HEMPHILL & Ka, - 


Mozambique; announce that, Mr A. C. 


BAKER has been admitted to partnership. 


''URQUÀNDS. BARTON Mavugw & Co. 


announce that Mr James: RANN has been 
admitted to Partnership in then Angola . | 


firm. - 


' 'TURQUANDS BARTON Màu & Co 
announce that Mr M. P. SPEER (Lisbon) 


"and Mr S. A;.S. HART (Oporto) have 


been admitted 1 to ee in their 
Portugal a l 


E 
: 


E. Price, who.had been in practice for. 
many years ` before” the ME was. 
granted ità Charter. Ap? 


' APPOINTM ENTS 


Mr Charles. W. Bingham, T.D., -J.P., 


‘and STANLEY R- f 


a 


'"F.C.A., has become chairman of: the East... 


Midlands _regional: board of Old Broad. 
Street Securities, the merchant banking : 


` arm of United Dominions Trust. 


Mr Michael A. Benn, a.¢.a., lias been ~ 


appointed -director of corporate Planning 
of the Rockware Group. 


-Mr Bryan R. E. Collings, cu d 


'gecretary of Covrad, a mernbér of the 
Associated EON Group, as nes 


| "m Wes. ay d " 
. i| * "m * es ae 
January 18th, 1973 2 


appointed to to the boad ‘of the company. 

Mr Archie enema C.A., has oed. 
Struthers | Advertising & Marketing as 
financial controller. 


Mr Éric Barber, F.c.c.A., director of 


finance of the Sterling Winthrop Group, 


has been appointed a deputy chairman ' 
with additional responsibility for cor- 
porate planning, legal and printing 
services and 


services, | administrative 
distribution. 





Mr E. "m Mr R. Blake 





Mr Rie ard Blake, F.C.4., has been 
appointed |'to the board. of Ashton 
Containers as, financial director in addi- 
tion to his present duties as secretary of 
the company. 

Mr Howard Fair, A.C.A., bas been 
appointed ,to the board of Henderson- 
Kenton (Holdings) with effect from 
January rst. Mr Fair joined the company 


, in 1971 ds company SEMINE which . 


position he retains. 


Mir A. Le M. Scott 





Mr n Le Messurier Bote R.D.,' 
e ECA., 


has! recently joined Total. Oil 


Great Britain Ltd as finance manager. 
He was previously with International 
Eoniputere as an executive director | 


.Mr R. W. F. Pagan, A.C.C.A., Official 
Receiver i in ^ Bankruptcy, DTL Liverpool, 
/ 
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Was idis the OBE in the New Year 


Honours: List, and Mr David Morris, - 


F.C.C.A., a neber, of Stoke-on-Trent 
Savings Committee, received the MBE. 


NEW DIRECTOR FOR - 
FOOTBALL CLUB © 


Mr Keith D. Wickenden, F.c.a., chairman 
of European Ferries Ltd, the parent 
company of ‘Townsend Thoresen, and 
Atlantic Steam Navigation Co, has been 
appointed a director of Brighton and 


g = - Hove Albion Football Club. 


Mr Wickenden (40), 4 former partner 
in Thornton Baker & Co, has long Bee 
a keen Albion PAPERS 


CAPITAL GAINS TAX ` 
A new edition of its popular booklet on 
capital gains tax has been pub:ished by The 
Association of Certified Accountants. ` 
Incorporating amendments introduced 
by the Finance Acts 1966 to 1972, this 


= book contains a detailed explanation of ` ` 
'the latest arrangements for the taxation 


of short-and-long term capital gains, and 


gives numerous practical examples. The ` 


text 1s annotated by marginal, references 
to the relevant sections and schedules of 
the successive Finance Acts. 

Copies are now availáble by post from 
Gee & Co (Publishers), 151 Strand, Lon- 
don WC2R 1J], price £1 (UK postage 4p). 





OBITUARY 


MR T. A. HAMILTON BAYNES, O.B.E., M.A., F.C.A., J.P. 


We learned with deep regret of the death,. 


on Monday of this week,.of Thomas 
Austin Hamilton Baynes, O;B.E., M.A., 


F.C.A., J.P., formerly senior partner in the 


firm of Chalmers Impey & Co and a 


member of the Council of The Institute- 


of Chartered Accountants in. England and 
Wales for 17 years until 1967. - 


The -son of an Anglican clergyman,. 
Tom Hamilton Baynes went from Marl- 


borough School into the Royal Engineers, 


and saw service during the First World . 


War in France and Italy. He returned in 
1919 to Merton College, Oxford, where 
he took his M.A: degree; thereafter he 
was articled with Messrs Impey, Cud- 


"worth & Co, the firm in which (sub- 


sequently amalgamated with Chalmers, 
Wade & Co) he spent the whole of his 


professional life. He became a member 


of the Institute in 1923. 
- Within the profession, he established 


CORE. 1^ himself as a recognized authority on the 


subjects of estate duty and the valuation 
of unquoted shares; even after his retire- 
ment from active practice, -he remained 
much in demand as a speaker and con- 
ference chairman. He was for five years a 


member of the Panel of Judges: for The 


Accountant Annual Awards, and also 


delighted — anonymously — an earlier . 


generation of our readers as the creator of 
Mr L U Sidate whose ‘Weekly Problem' 
enlivened our columns between 1950 and 
1956. 

His keen humanity and breadth of 


JOHN FOORD & COMPANY 


1 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


PLANT & MACHINERY, Etc. 
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interest found an outlet in a wide variety 


- of voluntary service; it was simply not in 


his nature to refuse any invitation for . 


‘which he could possibly find the time. 


The Queen Elizabeth Hospital, the 


Birmingham Symphony Orchestra and ` : 


the Edgbaston Church of England College 
for Girls were but three of the bodies 
which benefited from his guidance. His 
services to the magistracy in Birmingham, 
over 30 years, were recognized. by the ~ 
award of the OBE in.the 1970 Birthday 
Honours; his experience on the Bench ` 
was also seen to good effect in the 
Institute's Disciplinary Committee, of 
which he showed himself a sympathetic 
and perceptive chairman. 

His stérling qualities found, their 
highest expression in the courage with 
which he faced the onset of his final 
illness. He leaves a widow, two daughters 
and several grandchildren, to all of whorn 
we extend our sympathy. 


01-262 2473-8 
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INLAND REVENUE . 
. PUBLICATIONS 


Board: of Inland: Revenue hase 


<. ‘published the following booklets on 


c! Works, replacing pamphlet number 460._ 


capital allowarices: 


Pamphlet CAz — Capital Allowances on 


Industrial Buildings, replacing pamphlet 


number 410. 


Pamphlet CA3 — Capital Allowances on 


/ Agricultural or Forestry Buildings and 


Copies are available, free of charge, on 
request from any office of HM. Inspector 


^» of-Taxes. 


COMMON MARKET GUIDE 


"A comprehensive picture of the EEC, its _ 
activities and Britain's relationship to. ` 


- them, is provided in a new edition of the 


. Midland Bank's Factual, Guide to ihe 


- to the bank's customers and others whose. 
. business interests are likely to be affected . ` 


‘Common Market. It is being distributed 


. by Britain's entry into the EEC. 


. The 52-page booklet deals. with the 
. origins of.the Common Market, 


institutions, and its current policies. 


Britain's position in the Common Market 
‘and the transitional arrangements to 
cover the early stages of membership are. 


^ .described:in one chapter, and another 


LI 
Li 4 
^4 X- 


Kd London BC3P 3BN. 
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. .deals with the position of the Common- ` 
. wealth and EFTA countries. There are 
numerous colour diagrams illustrating . 


such matters as population and gross 
national product. 
Copies of the guide can be obtained 


‘from any branch of the Midland Bank, 
.. , or from the Panel for ( 
- ^, Development, Midland Bank Ltd, Over-. 


verseas Trade 


seas Branch, 60. Gracechurch Street, 


| BUSINESS PAYMENTS TO 
NON-RESIDENTS 


‘London Chartered Accountants’ 


: Conference ` 


i it was perhaps appropriate that the first 


conference of the London and District 


^" Society of Chartered Accountants to be ' 
held after Britain's entry into Europe 


‘was on the subject of ‘Business ` payments 


-'to non-residents’. 


The conference was opened by Mr C. J. 


Crowe, taxation controller of Imperial 


=- Chemical Industries, who explained that 
E transactions with non- -residents could 


FOR C.A. 
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involve many tax and exchange control 


. aspects, and the first address was given by 


Mr L.P. A. Stitt, a.c.a., who deputized 


at very short notice for Mr R.L. Jennings, 


F.C.A„, who had been taken. ill on the 


previous day; Mr Stitt’s subject was. 
“Deduction: of tax and. the effect of 


treaties’. 

The second speaker was Mr P. de Voil, 
solicitor, who, in characteristic manner, 
made the esoteric subject of “Concept of 
proper law’ actually sound interesting. 
Other speakers were Mr H. Holinger,. 
who dealt with exchange control, and Mr 
J. R. Coombe, F.c.a., who explained the 


‘problems encountered in obtaining tax 
relief for payments to,non-residents. 


About r50' members of ‘the Society 
attended the conference; their intérest in 
this complex subject was well evidenced 
by the advantage. they took.of the oppor- 


‘tunities to put quee to the Speakers. 


N 


SOLICITORS’ OFFICES 
DISCUSSION GROUP 


Mr A. M.. Swinson, E.C.4, who is a ` 
partner in a firm of solicitors, together 
‘with some members of the London and 


District Society of ‘Chartered Account- 
ants who work in solicitors’ offices, are 
forming a new discussion group of the 
Society. Its suggested title is Solicitors’ 


O:fices Discussion Group, and members. 


will meet to discuss such matters as 
management of solicitors’ offices, includ- 
ing accounting procedures.and machines, 
branch accounting, time costing, depart- 
mentalization and forward planning. 
The group will meet on: the -third 
Wednesday of each month. The in- 
augural meeting will be held at the offices 


of Messrs Payne, Hicks, Beach .& Co;. 


ro New Square, Lincoln's Inn, London 


WC2A 3QG, on Wednesday, February . 


21st, at 6 p.m. Chartered accountants 
working in or closely connected with 


solicitors’ offices are invited to attend the ' 
meeting and to contact Mr Swinson at 


10 New. Square. 


“SOUTHERN SOCIETY OF 
CHARTERED. ACCOUNTANTS 


^ At a meeting of the Bournemouth Local . 


Members Group of the Southern Society 


of Chartered Accountants to be held on | 


Febrüary 22nd, Mr J. P. Hardman, 
P.C.A., 


Bro. J. 


of Thornton, Baker & Co, will . 
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current partnership tax problems’. , 
This will be'a joint meeting with 
Bournemouth and District Incorporated 


Law Society, and will be held from 


6.30 to 8 p.m. at the .Tralee Hotel, 


;daniniy ini, 1973 aS 


pr on “Treatment of goodwil iid , 


West Hill Road, Westcliffe, Bournemouth. i 


SEMPER VIGILANS LODGE 


a 


At the 69th annual installation meeting - 
of the Semper Vigilans Lodge, No. 3040, . 


held at Freemasons’ Hall, 


London, : 
Bro. Harry William Northwood, Associate, i; 
was installed as Master for the ensuing : 


year by the LP.M.,. W. Bro. Thomas | 


Griffiths Morris, Fellow. 
Officers for the. year were appointed 
as follows: Bro. F. E. Groom, Sentor 


Warden; Bro. D. F. Low, Junior Warden, . 


W. Bro. W. F. Newbury, P.M., L.G.R., 
Chaplain; W. Bro. F. A. Barnes, P.M. 
3040 and 7403, Treasurer; W. Bro. 
C. G. Brown, P.M.; P.A.G.PURS., Secretary; 
W. Bro. R. A. ‘Davies, P.M., L.G.R., 
Director of Ceremonies. 

W. Bro. F. R. Simmons, w.M. 2884; 
Senior Deacon; Bro. J. A. Harrison, 
Junior Deacon; W. Bro. W. E. D. 


Smedley, P.M., L.G.R., Assistant Director | 
of Ceremonies: W. Bro. D. W.. Pi 


P.M. 3040 and 7582, Almoner; Bro. J.A 
Taylor, ‘Inner Guard. 

W. Bro. E. F. Stevens, P.M., L.G.R., 
Bro. 2. Wilkins, W. Bro.. E. W. H. 
Bond, Bro. R. O. H. Francombe and 
McN. Cooper, Stewards; W. 
Bro. ‘I’. Thompson, P.M., L.G.R., T yler. 

As its. name denotes, the Lodge 1s 


strators. Information regarding it can be 


" constituted of members of the Institute . 
of Chartered Secretaries ‘and Admini- ` 


obtained from the Lodge Secretary, ` 


at 16 Park Crescent, London WIN 4AH. 


ANNUITY TABLES. 
Following publication of our review of 


Comprehenstoe Annuity Tables, by Mr ` 
H. Kemball Greaves, in our issue of . 
, December 28th last, we have. been asked . 


to point out thàt an amendment slip which 


takes account o£ the errors noted by our, 


. reviewer .is being incorporated in the 


copies supplied to. purchasers. The 
tables themselves were prepared. Py 


‘computer from the standard formula: - 


i 
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AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43' years 


of postul tuition experience and over 220,000 passes, it assures your success in-all the 


principal Accountancy exams, and also in Banking; Dook-keeping, Civil Service, Compiter - 


EXAM 





PASSES 


Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secreturyship, ete. 


Free 100-page book (without obligation) on application to Careers Adviser 


hii RAPID RESULTS COLLEGE | 


DEPT AH3, COON HOUSE, LONDON SWI9 4DS 





-Aessediied by the Council for K pedcs of Corriefündenté Colleges 
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ORDER YOUR COPY NOW 
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x An essential reference book for YOUR library 


VOLUNTARY | 


. LIQUIDATION | 


by A. C. HOOPER - 


FOURTH EDITION by JOHN S. NIXON, LL.B. 
Solicitor and Notary f 


THIS PRACTICAL HANDBOOK (the earlier editions of which have proved invaluable to ac- 
countants, solicitors and all others concerned in the voluntary winding-up of English companies) 
includes references to other statutes and to decisions of the Courts which have been a, and 
pronounced since the third edition was published. 

The work contains A Chronological List of the steps to be taken to commence, sends and 
complete a voluntary winding-up (with references to sections, rules, chapters and pages, where 
each step is discussed in detail); Fifty-five Chapters containing a full explanation of the law and 
practice relating to Voluntary Liquidation and dealing, under separate headings, with matters of 


‘difficulty and common occurrence; the relevant provisions of the Companies Act 1948, and The 


Winding-up Rules; Numerous Forms; references to recent - 
and earlier Cases; a full list of cases cited and a full Index. £529 net, £599 


ORDER NOW 


To GEE & CO (PUBLISHERS) LIMITED 


151 Strand, London WC2R 1dJ 
01-836 0832 


including 
postage and packing U.K. 


Please "P of A. C. HOOPER'S VOLUNTARY LIQUIDATION, by J. S. NIXON, 


‘at £3-55 including postage and packing U.K. 
_ NAME 


(BLOCK LETTERS PLEASE). 


ADDRESS ..: 
(BLOCK LETTERS PLEASE) 


Remittance è -  - i enclosed. Diben ee eer E 
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-COURSES ON THE MARKET’ 


* EVERYTHING YOU 


YOU ARE os 
X PRESENTED FOR EASY 
TO JOIN | " Mages E : = 
.  PRE-RECORDED=~ 


CASSETTES! 


Send for FREE PROSPECTUS a THE COLLEGE OF TAXATION — 


Mte eee | pnis RD 
TAXA LONDON SW6 


t ACC, os” l 
Dep vr Telephone 01-736 8389 


take pleasure in offering you an economic solution to the new PAYE and VAT legislation problems 
which will face you in April 1973. 


Provide initial payroll-information. 
YO U Deliver changes and collect slips, etc. 
Pay our fees monthly in arrears. 








Calculate gross and net pay on our computers. 


Ay "EG if Provide payslips and envelopes. 
NN Supply cash analysis and bank lists. 
CN ^t Produce employers’ contribution details. 
eR dS = Tabulate costs analysis as required. 
ECCO id WE Complete P.35 and P.60 annually. 
fey " 2 Automatically comply with new legislation. 
"d mme Pay for all stationery and insurance. ES 
OR Share delivery and collection expenses. i 


Treat your payroll as top secret. 


Our charges are unbelievably low and our systems incredibly simple. 


Please write in confidence, stating: 
5 - (1) Size of payroll. 
(2) Weekly or otherwise. 
(3) Number of pay points. 


All inquiries will be answered and quotations given. enews will be gladly arranged if requested, 
without any obligation on your part. ` 


Box A.D.1., The Accountant, 151 Strand, London WC2R tJ or telephone 01-228 1402 - 





Post Office. Printed and published in Great Britain b a EIE at The Priory Prem, St Albans, Herta, Editorial and 

15 Strand. Loodoa WICZR 1]], Tcl 01-836 0832. Cable COUNTANT, Loakan WC, Pulllasbed 17 paid subacti rioni Pa a O 
£535 balt year (814.65; DM $6 Fr. 80), Alcoa edition: {44-25 per year (837; DM 123; Fr. Fe 198); A 2725 halt yen? (019.50, DM Oo ee 104) Concerta nuc Pr d students £6 per year (forms | 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 





All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 





TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01—248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES. The Luton College of 
Technology and Metropolitan College now offer facili- 
ties for integrated oral and correspondence tuition. 
ONE WEEK 'PEP' COURSES - to assist students in 
areas of weakness. 

WEEK-END RESIDENTIAL *PUNCH' COURSES - for 
intensive concentration on particular subjects. 

For details of these, and other linked courses write to :— 
Metropolitan College, St Albans. 


Metropolitan College, St. Albans 
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Phase Two and After 


O at last the ovement 3 programme for Phase Two 

of its counter-inflation policy has been launched. It 
poses many questions, two of which are more important 
than any others: first, will it work? second, what is to follow? 
The second question has evoked: rather more interest 
to date: han the first: a majority of people are sceptical 
on the first question, and uncertain about the second. 
Nevertheless, the answer to the second question must be 
conditional upon the answer to the first. The extent to 


which Phase Two checks the inflation will determine the- 


range and nature of the Phase Three policy. 


What has doubtless made the deepest impression upon ^ 





| is and the public at large is the fact that Phase Two 
ist nearly three years. No doubt if substantial 
progress is made in controlling inflation, then the policy . 
will be modified at the earliest practicable opportunity. 

For the moment, however, the prospective duration’ of 
Phase Two is a clear indication of the magnitude of the 
problem posed by cost-push inflation. As long as earnings 
are allowed to increase at three times the rate of growth 
in gross. national product, so long will Britain suffer 
serious inflation. Within the past year, the electorate has 
learned ‘just what this can signify. Not surprisingly, 
therefore, recent public opinion polls show that a majority 
of the electorate approves of the Government’s policy. 

What'is now needed is for the public to recognize that 
criticism lof that policy does not mean that there is any 
obvious alternative. Of course, the standstill or basic 
percentage increases are unfair, in so far as they do not 
discriminate between those who deserve a larger increase 
and those who deserve less, if anything at all. No doubt ` 
some groups of organized labour will seek to disrupt the 
policy, in the same way as the miners broke the previous 
policy. It is up to the public to give the Government full 
support |i ensuring that such tactics do not break the 
new policy 


It will | be « even more difficult to enforce the Boot in 
respect pf prices than of pay. After all, differential price 
changes | Pad movements are the mainspring of a free 
economy |which generate growth. In the longer run, price 


rigidities will-lead to scarcities and shortages ; they will 
also lead to some profiteering and evasion. 


Yet, when all that is said and’ done, what is the alter- 


native? The Government gave both the CBI and the TUC 


ample opportunity to co-operate in an agreed policy. One 
can understand the reluctance of many manufacturers to 
accept the Government's scheme. For over a year now, 
many of them have sought to operate a voluntary regulation 
of prices; and they are fully aware that, in any such policy 
of government intervention, it is prices and-profit margins 
which are more easily regulated than wages. 

For some union spokesmen to talk of equity and fairness 


is an abuse of language. What was fair about a system of. 


collective bargaining which, in recent times, has secured 
for particular groups pay increases totally unrelated to 
either justice or productivity, while the costs thereof in 
higher prices fell most heavily on those households least 
able to bear the burden? 

Of course, the Phase T'wo policies will produce inequities 
and anomalies, even if the Government 1s successful in 
resisting strike pressure to abandon the 4 per cent ceiling. 
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z even now have to learn that the old methods of pay negotia- ' 
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Some of the Ebo e may eui inconvenience ` 
.the public at large. But one comes back to the same 
- question : what is the alternative? Too many trade unionists 


tion must be replaced by anew system which does not so 


"obviously all so blatantly ignore the interests of the 
." community as did the old. 


But the electorate, too, has yet to realize the sea- aange 


" which is now taking place i in the national economy. Phase 


Two policies represent a measure of government inter- 
vention unprecedented in peacetime. What is important 


is not the fact that Mr Heath has performed an intellectual . 


somersault on.the subject of incomes policies, but that, 


if the policy succeeds, then every future government will 


OX 


i t 


um. uninformed conflict. Similar views were expressed by 


tend to follow some such policy. What has to be sought is a 
trade-off between the inefficiencies and inequities entailed 
in any incomes policy for the larger DING and dangers 
to society of inflation. 


Government shows a greater facility for. explaining to 
the public some of the basic facts of economic life. A 
community, in which.a majority has enjoyed far higher 


"increases in real incomes in the past two years than they 


have actually earned, finds it difficult to grasp the fact 
that the boom, has ended.. 


-Disclosure for Co- -operation 


Te case for disclosing information to employees about ` 


the employing company's affairs rests on the assumption 
that such à policy will exercise a beneficial effect upon 
management-labour relations. It was such a premise which 
: underlay a conference organized last week by the Working 
; Together Campaign on the disclosure of. information to 
- trade unions and employees. | 

‘Taking this observation as his starting aoii Mr Derek 
Robinson of the Oxford Institute of'Economics and 
- Statistics, contended that the economy wil only get 
- sorted out when there is at least a minimum of agreement 
about social and economic issues such as distribution of 
income, relative income levels and so on; the alternative 


.: Mr Jack Lee, a former President of the Institute of Per- 
“sonnel ‘Management: He asserted that if management 
. wanted a responsible reaction from the trade unions, then 
it had to treat unions and their officials, as well as their 


' members, in a responsible manner. In particular he con- 


cluded: ‘the aura of secrécy must go’, and information be 


2 ` given to employees as well as to the union representatives. 
Sen ' Mr Kenneth Corfield, managing director of Standard 
." . Telephones and Cables, agreed that a franker attitude to 


~ shareholders, employees and the public at large ‘was 


- necessary. In other words, disclosure pr information to 
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Gute apari Pon the impact of ad bidon upon 
prices, there is another factor. The de facto devaluation of 
the £ sterling means higher import prices, about which the . 
Government can do nothing. Certainly there is no case for 
compensating particular sections of the community, such 
as the motor-car workers or the miners for such higher 


. living costs, if it cannot be done also for the rest of us. 


The same is true of the much-publicized rise in meat 
prices. Naturally, as traditional consumers of beef, we may 
dislike the increase in prices which follows in the wake.. 
of shortages, and.the fact that elsewhere in the world 
people are beginning to consume rather than export their 
produce. Equally, there is no point in complaining that in 
conditions of shortage someone, somewhere, is making a : 
profit. Shortages and high profits are often synonymous. 
What has to be learnt is that when the 'terms of trade' 
move adversely, living standards fall. There 1s mouene the 
Government can, do about that. 

Yet it is these very simple basic facts, P due the 
public's understanding, that’ pose the greatest threat to 
Mr Heath’s new policies. He- is well aware of the need for 
popular support in the months ahead if he is to force his 
policy through. That support could be lost unless Ministers 
are more effective in explaining the facts of economic life. | 


: than they have been S0 far. 


the unions was only part of a wider problem. In his view, 
the problems likely to arise were not fundamentally over 
what to reveal, but arose from entrenched attitudes on ` 
both sides of industry. 

While such entrenched attitudes are certainly- penat 
they are so only because they influence the measure of 
information which should be revealed in laboür-manage- - 
ment negotiations. What, is necessary is, in. principle; 
clear enough. First, employees should be kept informed 
of the future plans and development programmes of the 
employing company, not least of these concern closures 
and reductions in staff requirements; secondly, any wage 
negotiations should be set against a background of the 
relevant facts and, inevitably, this must mean disclosure 
of some financial information. : 

By itself, however, this is not enough. There i is still 
too little knowledge or understanding of the wider im- 


‘plications of particular wage settlements, which should be 


based. upon a better understanding of the statistical in- 


formation relating to wage rates, earnings and prices which : 


in turn are an integral part of the negotiations. What is 
needed is not simply a maximum and minimum figure : 


from either side of the table, but a clearer understanding 


of the data available and needed for a rational formulation 
of an agreed policy on rates, differentials and priorities. 
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The « old a that companies in some “parts of Butope. 
ee sets of accounts to meét the needs of -the - 
"tax mien, the shareholders and the difectors respectively. ' 
could; before ' “long, be extended, to` cover ; the-- figures - 
needed jfor wage: negotiations. ’ What- the professiorial : 
t will understand. is that such’ remarks: réflect >. 
nuch an isolated: state of - affairs, as a suspicion. 
among. Workers and. the public that accountants are in some 
way responsible for such a state of affairs. The trouble i is 
that accounts, like statistics, are used. by many “people 3 in: 
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Training Programme ^ 


d Lu! Institute expects. its 
„a courses programme turnover to 
top £25 000 this year. Introducing ` 
the i938: Coutses and Conferences: 
Calendar to the press this. week, Mr 
Brian Maynard, M.A., F.C.A., F.C.M.A.; 
^ Chairman of the Courses Committee, 





spoke enthusiastically of the pro- ' 


gramme and. of the strides which: had : 
been made since the Institute ‘went 
into business’ in earnest with its. 
courses in. 1970. In that year, turnover 
. was £85,000 for fourteen courses and 
conferei es covering 44 -days;. this 
year the e will be 68 courses involving 


138 days which, he said, represented a. 
larger and far ‘more comprehensive 
programme than that of any. E 


While| a special feature of the.1972 
programme was the attention devoted: 
- to various aspects of VAT, 1973 must 
be regarded | às. ‘Common Market 
Year’ for, 
major dhd highly successful confer- 
ence “The British Company in 


Pea a body in the world. 


mounted this year to help accóuntants 
to acquire the. specialist knowledge 
needed; a result of Britain's entry 
into the EEC. The first of these is a 








one-day course on 'Company Law: 


- Aspects’ tò. be’ held’ at Chartered 
Accountants’ Hall on April 5th: : 

This | 
associati 
ness tre of the City University, 


hio. the aims and ` sources of 
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following last month's, 


Peol a series of courses is bens ! 


urse has: been -developed in. 
n with: the Graduate Busi- . 


ers the constitution of the 


Mafiagement EET Exchange Control’; 


‘Financial Reporting’; ‘Mergers ahd 


Amalgamations, Monopolies and Com- 
petition’; and <‘Physical Aspects, of 
Trading in the EEC’. 


The full programme this year 


includes 17 new titles (compared with 
4 in 1970 and;13 in 1971) which, 


‘besides those on the EEC,. include - 


‘Valuation of Company | Property’ 
‘Stewardship Reporting’, ‘Quality Con- 
trol of Audits’, ‘Effective Management 
and ‘Organization’, ‘Forecasting and 
Economic Analysis’, as ‘well as ‘Per- 
sonal Tax Planning’, and ‘Back Duty’. 


‘Mr Maynard was at pains to refute . 


the view held in some’quarters that the 
Institute's courses programme was 
intended principally for practising 
members. This, he emphasized, was 
far from being 1 the case and pointed to 
the fact that the Mega Inform- 
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adh ihe: same Way a as'd adru uses a , lamp-post — - móre 
for support, than for: illumination. Cx i 
The ‘profession. has its own standards, and it will: doubt- 
"less; need to: ensure. that these are observed when full. -` 
" disclosüre becomes a légal part of.negotiatioris on pay and’ — . 
;.conditioris of work, rather than as an optional extra: The .. 
Working Together Campaign deserves credit for .pub- 
 lieizing. this- inevitable. development; there is no reason 
why the profession should not start forthwith to consider 
its pi ip plications: 


‘ation series with nine | different titles, : 
' "i `. was the largest section of the pro- 


gramme, besides which many of the, 


titles in the other sections should be | | 


of considerable interest and value to 
those in industry and: commerce. 


"The ‘Courses Committee was indeed ` 
fortunate, said Mr Maynard, in the 


very considerable amount of voluntary . 
. Support it received — some 132 mem- 


bers, and non-members, assisted in 
the work of the seven sub-committees 
and 40 working, parties. Ibis .was 


quite apart from the work of the  . 
district socities who were playing an. | 
increasingly important role in the `” 


Institute's overall courses and .con- ^ 
ferences programme. | 


It is pointed out in the Cone and ~.. 


Conférences Calendar that while pay- 


‘ment: for course fees received On or | - 
. after April rst would be subject to ] 


additional payment for value added tax, 
these fees could be treated as taxable i 
supplies and thé VAT elenient may 


therefore be offset, by taxable poene . 


et their Du tax. - 


` Annual Awards for 1973 


OMPAN IES are enna that .. 


they still have unti] January 31st 
to submit their reports and accounts 


presented at annual- meetings held 


in 1972 for Consideration for The 


|. Accountant Annual Awards to be. 


: made? this. year .— ‘the: 2oth. year of 


the Awards. 


Established to encouragé the pre- ^ 


paration by public companies -of 


e well-presented and informative an- 


~ njal reports, two Awards are made 


each-year — one to large companies . 


and the other: to smaller companies 


| requiring | less . CE accounts . 


‘than dise Ed 


large group.. Facti 
Award takes the form of. a pair of 


‘silver wall sconces. `, 


The only condition of entry is 
that. companies’ ‘shares are quoted 
on a recognizéd stock exchange in. 


.. the United Kingdom, and finance 
. directors; 
i company secretaries - intending ‘to 


' chief - accountants "and. 


énter the annual report and accounts | 
of:their companies ‘should address ` 
a single copy to the Secretary, 
The Accountant Annual Awards, 


151 Strand, London WC2R 1JJ. - 
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~ Progress o on | Accounting - | 
| Standards 


| putem the: sie last 


week of ED8, the Accounting 
" Standards Steering ' Committee has 
released the latest text of. its pro- 
:posed, future programme. This in- 
, cludes “Treatment of deferred taxation’ 


= =a subject -on which ` considerable 


S D subject in this programme, 


-progress has recently been made, and 
,on which it would seem reasonable to 


| Took for an exposure draft in the early — 
a “part of 1973. 


The full: text of the programme 


| _ (which is periodically reviewed) is 


reproduced opposite. Listing. of.'a 


.Deen pointed out, is not a commit- : 


E ment to publish. a definitive standard 


"or week: Directors, 
d l not only guidance as to how to provide 


a 


l "o of non-executive ` directors | 
‘on the board ‘highly desirable’ by: 


. and wide experience; 


is any:order of priority to be implied. . 


^ 


(A CALL for a. code of corporate 
behaviour, to be 'adopted and 
actively supported by as many public 
“companies as possible’, is one of the 
-primary recommendations of. the 
. Watkinson’ Committee of the Con- 
. federation of British Industry, whose 
“interim report was” published this 
it is stated, needed 


appropriately for the variety of inter- 


it E 


- of practice at some future date, neither . 


‘ests with which they-are confronted, 


` but also encouragement to do so. 


Shareholders are recommended to, 


"<Guestion, and if necéssary prod their 
, boards, while recognizing that- they 
' cannot do their job for them’. The 
- cotnmittee believes that public com- 
panies should provide their share- 
holders with the maximum amount of 
useful information, and finds: the 


` virtue of their 'objective- approach 
however, it 


" 


|.seés ‘no value to investors or, others 


in a statutory system of. management 
:reports by non-executive ‘directors’. 
All. directors, it'is pointed out, ‘are 
equally responsible for ‘paying . due 


regard to all relevant interests’, and 


- . on‘this basis the position of ‘any in- 


dividual director as a representative of 


." «special interests is unacceptable. 


An’ addition to this contradiction of 
the ‘underlying philosophy ‘of the 
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. Future diis: 


Treatment of deferred M 
. Government grants arid subsidies; 
Accounting for corporation tax ünder 
|. the imputation system; : 

Accounting for depreciation; . 

Source and.application of funds; 


Accounting for research and develop- 


ment; - l 
E Changes i in accounting- policies; 
' Accounting for goodwill; 
." Accounting for diversified operations; 
Accounting for leases; i 
‘Fundamental objects and principles of 
' ` periodic financial statements; 


Fundamental principles, form and con- : 


tent of group accounts; 


. Events occurring after the balance sheat 
‘date; ^ ; 


Accounting treatment of major changes 


in the. sterling parity of overseas 
currencies; 
Accounting for disposals. 
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ee Institute” 
Courses  ' 


OUNTING interest in /post- 

qualifying education during 1972. - 
has been reported by The Institute of ` 
Chartered Accountants. of Scotland: : 
Numbers of courses held and.. total 
_ attendances’ were, both approximately 
treble the corresponding. figures. for . 
1971— due largely to the impact of. 


. such measures as value added tax; the 


European Common Markét, and the . 
new system of company taxation. . 
Mr John Campbell, Director of the.. 
Scottish Institute's POE programme;- 
recently described the: outlook for 


' 1973 as ‘promising’ ^ particularly on 


such courses as ‘Management for the 
. Young Executive’, the first of which- 


"jin 1973 is now almost fully booked. 


. Other topics planned for 1973 include © 


. creative thinking and group ‘dynamics; 


"^ accounting standards; and. industrial 


E Corporate Responsibilities. 


Companies Bill introduced by Sir 


Brandon Rhys , Williams (The Ac-' 


countant, April oth, .1972), the 
Watkinson Committee records its con- 
viction that ‘collective responsibility - 
for the conduct of business 1s. best 
preserved where all the directors meet . 


in a single board’ and firm opposition 


to any. mandatory ' two-tier board. 
structure ‘unless further inquiry . 


' discloses advantages. of which we.are 
The present: 
"best British: practice, it is claimed, is 
fully able to meet the aims of the EEC’ 


not at ‘present aware . 


draft fifth directive. 
Endorsing in this respect the views: 
already expressed by the recognized 


bodies of accountants, and in these. 


columns, the committee stresses the 


importance, in the interests of trade 


creditors, of the filing dates of audietd 


“accounts being ‘rigorously - -enforced’ 


by the DTI. Borrowing companies 
are suspected of being less than frank 
with their bankers, and-in principle 
‘suppliers and trade creditors should 


not be forced into becoming an un- 


willing - source of funds’. “There is 
criticism of substantial, buyers, in- 
cluding even.some public authorities, 


who: tend to abuse their. position in’ 


this regard. - . 

: The present publication, it is em- 
phasized, is an interim. report in- 
tended ‘to stimulate responsible dis- 
cussion.’ 


‘benefits. : 


implications of EEC, including worker | 
participation, social policies and ` 


.English Institute's - 
Council Elections — 


N OMINATIONS for election of 23 
members of the Council of The 
‘Institute of Chartered Accountants in 
' England. and Wales must be' in the. 
hands of. the Secretary not later than - 
March rst. These elections, the first . 
to be held under the new procedure 
approved. by members at a special 
general meeting of the Institute last 
‘September (The Accountant, October. 
5th, 1972) are to fill 20 vacancies 
arising by rotation at the 1973 annual 
meeting, and three resignations. — 
Nine vacancies, will arise in the area 
.of the London and District Society: of 
Chartered Accountants; two each in 
the Birmingham and South Eastern.. 


‘districts; and one each in Beds, Bucks 


and Herts; East Anglia; Leeds and 
Bradford; Liverpool; Manchéster; 
Northern; Sheffield; South Wales and 
Monmouthshire; Southern; and West. 
of England,- ^ 

Among Council members who are: 
due to retire on -this occasion, Mr. 
Douglas A. Clarke; LL.B., F.C.A. (Lon- 
don) and Mr J. C. Montgomery ` 
Williams, . F.C.A. (Swansea), are in- 
eligible for re-election by virtue of the 
age limit in the revised Ed 6 (b). . 
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Nomination De E from 
the Secretary of the Institute, must be 
completed with the name and regis- 


tered address of the candidate; the 


constitdency for which he is nomi- 
' nated; the names and addresses of ten 


E nominatos; the candidate's written 
. consent to stand for election; and the 


candidate’s date of birth. 
For any constituency in which the 


number of duly nominated candidates 


exceeds | the number of available 
vacancies, a postal ballot will be held 
between! the: dates ‘of April 26th and 
..May zīst, normally in -conjunction 
. with the annual meeting of. the 
appropriate district society. Members. 
elected!to Council will serve as from 


_ the Cone eon of the Institute's annual 


secre 


ł 


br ms on June 5th. 

; These arrangements are conditional 
ES the allowance by the . Privy 
Council of the relevant by-law amend- 
ments. 


Deatt of Institute's - 
“Parish Priest’ 
HE Reverend A. J. Drewett, M.A., 
B.SC., Prebendary of St Paul's 
Cathedral and Rural Dean of the City 
of London, died. suddenly last week, 
at the} age of 68. As rector of St 


Margar t Lothbury he was parish . 


priest of The Institute of Chartered 
Accountants in England and Wales, 
and in E capacity conducted the 
Institute’s annual religious service 
from 1955 until 1972. 

Prior to his appointment to St 
Margarets in 1954, 
Dréwet 


Society. Shortly before his death, he 
had be en appointed 
Christian Action. He was also an 
organizer of the Lambeth Confer- 
ences, having been, delegated special 
responsibilities in this connection by 
‘the late Lord Fisher of Lambeth. : 


Mini ter Stresses Need. 
for /AT Registration 

Tus prospectively liable as 

ble ‘persons’: for VAT should 

| submit. 

p 


“to Me 


 disádvi 
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further delay. Last week, 
ick Jenkin,. Chief Secretary 
‘Treasury, re-emphasized -the 


istration. 
dition’ to the statutory penal- 


, zi 


Prebendary 
was for nine years education 
; of the Church Missionary 


chairman of. 


eir registration forms VAT 1° 


tages of late registration Or: 


T ra E ede me a 
why as +f 
a 
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Nel - hid he. said, ET Gann 
‘was anxious not to ‘rely on - traders 
not registered: for: VAT purposes on’ 


April- 1st next' would be, unable to 


:claim the rebate:for purchase tax on 
goods. in‘ stock. .This would: place 


them at a' considerable disadvantage 


.€is-d-vis their competitors: 


Mr Jenkin was delivering the open- 
ing address at last week's" residential 


É conference of the London and: District : 


Society of Chartered Accountants, 


` reported on other pages: of this issue. 


He called for the support of the pro- 
fession in doing evetything possible 


to ensure that VAT registration was 


completed to time, and suggested that 


. accountants who were holding VAT 1 
forms on. behalf of their clients should ` 


be prepared, if, necessary, to return 
them.to the client- with a note to the 
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EN that d ‘form could be com- 
pleted without professional assistance. « 


Canadian Councils i in 
Open Session 


posue participation in the hither- . 2: 


to closed Councils of the Institute.” 
of Chartered. Accountants of British 
Columbia and the BC branch of the: 
Canadian Bar Association represents 
A4 new departure for "A MERE 
organizations in Canada. Similar pro- 
posals covering 34 professional groups 
in Quebec are expected to be an- 
nounced. by the. government of that 
province in the near future.. i 

. In British Columbia, the Institute - 
proposed: the appointment to: Council ` 
of- -one member. who need not be a 


` Accounting tei the Environment | 


CCOUNTAN T would e E 


increasingly concerned in prob- 


lems -of the environment, Mr K. J. 


Sharp, T.D., M'A., F.C.A., Vice-Presi- 


dent of The Institute of Chartered 
Accountants in- England: and Wales, . 
forecast recently. "Mr Sharp .was res- 

ponding to the toast of the Institute: 
' at the annual dinner of the Hudders- 


field Society of Chartered Accoüntants. 

Since environmentally - desirable 
programmes, may run counter: to 
industrial development in regions of 


high unemployment, some’ form of 


relative costing was usually required 
which took into;account economic, 


* social and ecological factors., In recent 
years there had been some moves in 


this direction, ‘particularly’ in con- 
sideration of government and local 
government policies; by. the develop- 
ment of techniques known as cost 


. benefit' analysis. So far ‘these tech- 


niques bad been confined to govern- 
ment and to experiments by academic 
institutions. It. was probable that, as 


et cost benefit afialysis was developed, 


the result of its application would be 
felt more and more by industry. — . 

Individual . concerns would  in- 
creasingly find that they. were either 


being prevented. from developing. in - 


certain areas, or being compelled to 


. do.so as ‘a. result of governmental 


regulations, based .on the new tech- 
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very active part in the development of : 
these. Accountants, said Mr Sharp, | 
should be intimately concerned with- 
the problems that industry’ would 


face. 


their clients a grave disservice, since 


companies would clearly need assist- : 


ance in negotiating settlement figures 


of authority and the calculations on: 
which'these are based. 
He concluded with the thought 


development of cost benefit analysis: 
since, ,by ‘helping commercial and 


MUS e b. ge 


If they failed to grasp- this” 
opportunity, they would be rendering : 


t 


H 


= vat 


aswell asin questioning the conclusions _ .” 


. that accountants should welcome-the . 


N 


industrial clients, they would all be^ 


enabled to. participate in preserving 
and improving. the environment - not - 
with emotión, i: with reason. 


t 


member SE d faethe and this - 


„amendment to the Chartered Account^ 


ants’ Act has duly received Royal 


Assent. The appointment, to be made 


by the. Government of the Province, 


has not yet been made. 
Action by the BC branch ‘of the 


. Canadian Bar Association has taken a 


‘slightly different direction; in future 


. all proceedings of its Council will be 


open to press and public. The decision 
was made in a unanimous vote of the 


7o-member Council which represents 


2,000 lawyers in the Province. This, 
it is believed, is the first timè that any 
, provincial branch of the national 
association has voted -to open its 


ineetings to the public. 
` The Council is also considering ' 


inviting a specific public figure to be 


d 


" present and act as advocate and 


.., spokesman for the public at such 


meetings. À further step may be actual 
“representation on the Council, as in 


the case of the Institute of Chartered 
7 ‘Accountants in British Columbia. 


. Roll-over Relief on 


Compulsory Purchase. 


AYMENT of capital gains tax 
(or corporation tax on chargeable 
_’ gains) on gains accruing on the disposal 


"^ of certain classes of business assets 


may. be deferred (under section 33 
of the Finance Act.1965) where the 
| proceeds are used to acquire new 
qualifying assets. The relief, known as 


. roll-over relief, i$ in general available 
' only wheré the new. assets are acquired 


within. the period beginning. twelve 


months before .and ending twelve 


months after, the disposal of the old 


assets. The Board of Inland Revenue. 


- have, however, a statutory discretion 
'tó extend that period of time. 
A recent statement of practice 


* -from the Board is designed to meet 


h 


the. situation arising when new town 


. corporations. and similar authorities 


purchase land for: development, and 


then grant the previous owner a 
_ lease or tenancy of the land until they 


are ready to commence building. In 
future; where land is acquired under a 


Ji compulsory purchase order. or. under 


E 


the threat of such order, and. the land 


4/ is immediately -leased back to the 


“previous owner, the Board will be 


« prepared, SQ lorig as there is a clear 


continuing intention that the sale 


proceeds will bé. used to acquire 


4 E 


a particular prospective client, ` 


F P XD. 
1 Ja 


ACCOUNTANT. ` 


assets ` qualifying. for roll -over - relief, 
to extend the time limit to.a date 


‘twelve -months after the. land ceases 
‘to be used. by the trader for his trade. 
' An ‘assurance to this effect will be. 


given in appropriate cases, subject 
to the reservation that it. would be 
necessary to raise a protective assess- 
ment .on. the gains arising on the 
disposal of the land to the.authority if, 
exceptionally, the lease or tenancy 
continued so long as to extend beyond 
the statutory. six-year timè limit for 
making assessments. ^" 
Too Much on His Plate 
N accountant who had taken 
‘too much on his plate’ ad- 


mitted a deficiency of £1,398 at. 


Plymouth Bankruptcy Court recently. 
Mr Dennis Peter Tucker, now of 


Torquay, told the official receiver that . 


in 1961 he had commenced practice 


at Penzance with no capital but, due 


to his failure to secure the business of 
he 
had earned insufficient to cover his 
expenses, and had sold the. procure 
in 1965 for £200. 

He attributed his. insolvency to 


‘ living béyond his income. A former 
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‘countants of Scotland under `the 


joint auspices of the Institute and the 


` Scottish TUC, and proved to be a 


employer was claiming £1,250. from . 


him in respect of money received from 
salesmen and for which he had issued 
receipts; there was no evidence of 
what had happened to this money, 
although Tucker accepted that it was 
his responsibility. 

Concluding the public examination, 
Mr Registrar Atkinson said *You 
appear to be an honest man, which is 
something it is pleasant to be able 
to say. He thought that 'lucker's 
appearance before the Court stemmed 
from his having been unable to cope 
with a position with a large firm, 
whose business included dealing with 
foreign xx | 


Accountants and Trade 
Unionists 


UNIQUE. instánce of CO-Opera- 

tion between, accountants and 
trade unionists occurred. last Friday 
morning in Glasgow, when some 40 
full-time trade union officials and 
shop stéwards in Scotland took part in 
a seminar on the subject of "The 


accountant and the trade union official’. 


The seminar was held at the premises 


ad 


most succéssful educational event — 
the only complaint being that there | 
was not more time. 
Discussion papers were given ’ ‘on | 
the following subjects: “The account- ` 
ant's role’;- ‘Accounting, economics 
and the efficient use of resources’ ; 
‘Application of. accountancy in in- 
dustry’; and ‘Legal requirements con- 
cerning the disclosure and reporting 
of financial information.’ 
Commenting on the programme, . 
Mr A. I. Mackenzie, B.A, C.A., 
‘President of the Scottish Institute, 
emphasized the importance of trade 
unionists being -made aware of the 


‘financial performances of the com- 


panies whose employees they were 
representing; information of this kind, 
he said, would foster a greater measure 
a industrial trust, to the benefit of all. 
: ` In the.event, it was agreed that an | 
accord had been established between. 
the Institute and the STUC which: 
should be develóped. One suggested 
area of co-operation was a joint study 
„project with the Institute's Research. 
Committee for the definition of terms 
used in union/management negotiating 
procedures. 


AICPA Reports —: 
in Minority Professionals 


PPORTUNITIES for 'minority 

professionals’ within the American 
accounting profession are now more 
than double those available in’ 1969, : 
according to the results.of a survey 
recently undertaken by the Committee 
on Minority Recruitment and Equal 
Opportunity-of the American Institute 
of Certified Public Accountants. The 
term is used to indicate 'certified 
public accountants, staff accountants. 
and other management personnel’ 
from minority racial groups within 
the "USA, in. particular Negroes, 
Orientals, American Indians and those 
of Spanish origin. 

Commenting on the survey results, 
Mr William R. Gifford, the com- ` 
mittee’s chairman, said that although ` 
the number of ‘minority professionals’ 
was: small in absolute terms, he had 
been encouraged by the upwards 
percentage | trend — which had been 
achieved' in spite of:the too few 
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. Here's yourchance! - 


in the coupon now for ‘your copy: of L& G's Personal 
irement Plan booklet. Written with-clients in mind, it ` 
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"ce just idt L& G can do for him. The best Way 
to sell a plan is to make it easily understood. And that’s - 


Bc. this carefully dictum booklet does. 


To: J. B. Craddock, Legal& General Assurance Society Ltd., 
Temple Court, 11 Queen Victoria Street, London, &C4. 

Tel: 01-248 9678. 

Please send me L& G's Personal Retirement Plan booklet. 
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members of these minorities who had 
been educated for the profession. 
Allegations of racial discrimination 


within the profession in the USA have —. 


for some time past been a cause of 
anxiety, to the AICPA, which estab- 
lished its ‘equal : opportunity’ com- 
mittee ; i 1969 and subsequently 
guaranteed a total of $250,000 to five 
predominantly Negro universities, for 
the assistance. of needy students 
' majoring in accounting" (The Account- 
ant, February 11th, 1971). This fund 
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Improvement Grants . 

Abused? - E 
LLEGATIONS of abuse of i invest- 
ment grants, made by the. Urban 

District Councils Association, were 


rejected recently by the Department 
of the Environment. In the DoE view, 


cases of grants being used to raise the 


value of a property solely with a view 
to a quick profit-on resale were ‘rare’, 
and of lesser significance than the 
overall gain in the stock. of rehabili- 


_ tated dwellings. The Government, it 


103 


has been stated, would not impose 


closer control over the award of grants 
in the absence of clear evidence that 
the discretionary system Was inade- 
quate to control abuse. ^ 

Local authorities have a discretion 
in the award of improvement grants, - 
and should “pause before giving im- 
provement grants to applicants in- 


tending to make a-profit from a 


conversion scheme’, in the Dok’s 
view. The UDCA is now reported to 
be seeking further evidence of abuse 


has since grown to $500,000. 


n 
ej 


of the present system. 
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THIS iS MY LIFE 


| | . Where to Put It 
Í 


: by An industrious Accountant 


UR decision to scrap, several, defective old Bling 


cabinets involved the disposal of their contents: That 


meant first dividing the said contents into basically must- be- 
retaine’ items, as opposed to junk rendered redundant by 
lapse of time. The second step would be to subdivide the 
retainadles into confidential material to "be locked away, and 
routing files only needing to be stored for reference. 

As áccountants only too well aware of human frailty, we 
foresaw. arguments. As executives planning reformation, 
we suiveyed superficially the masses of cabinets, desks, 
and cupboards bulging with protruding dog-eared docu- 
ments, and we shuddered. As men of action, we formed a 
plan. Let each of us, from boss to office boy, produce the 
index of his own stockpile and then turn the problem over 
to the office manager for action. 

Som how this strategy was, received 1n uneasy silence, 
broken only by some little foot-shuflling and ceiling-gazing. 
Guilty consciences were apparent. At length the internal 
auditor| spoke up with the complacent superiority of the 
only süspect with an alibi. 

He hadn't’ what you might call an absolutely up-to-date 
‘index, he admitted, but that was because there wasn’t one 
available when he took over the section from Frank — who, 
he recalled, had remarked there wasn’t one available when 
he in ‘his turn took over from- Tishy. Tishy, I answered 
indign ntly, to my certain knowledge, kept his own index, 


because Frank had completely re-structured the system. 
The departmental accountant said virtuously it was all 
Frankis fault for abolishing the usual ‘alphabetic arrange- 
ment tand installing instead that awful decimal type 
ginimi k — rx and 7:3, and so'on. A supporting murmur 
of ban -wagon.climbing.assent indicated that Frank was 
probably to blame for everything; after all, he'd been- in 


but th wipe responded blandly that it really didn't matter 


\ 


the finance section also. More to the point, perhaps, he 


- wasn’t there to contradict them. ` 


Costs asked what about his old monii récords of results, 
cumulative versus budget, for years past. How long should 
he keep them? It turned out that we all had drawers full of . 
copies. Then there were paid cheques and old invoices 
and bank statements . . . we made a list, and agreed cut-off 
points. 

I felt guilty — Scrutiny of my own files the previous - 
day had shown anciént folders of insurance correspondence 
about minor claims, copy minutes dnd agendas of forgotten - 


meetings, duplicates of unwanted annual accounts. It was 


clear we'd have room space to spare, as well as-drawer space. 
The departmental accountant exculpated us with ‘Whew! 
just look at what the salesmen have!’ Price lists and quotes 


from - years back quadruplicated between - departments, 


sheaves of exhortatory or congratulatory memos from : 
Scotty, abusive letters from long-winded customers, 


bundles. of purple-ink punched-card statistics, stock 


books from the ‘year dot! What about the mote and the 
beam? . 

We felt respectable again. I briskly ‘pulled out the top 
drawer of my private cabinet to illustrate my well-spaced 
red-tabbed symmetry, but with the counter-balancing 


‘weight removed from the lower drawers the whole thing 


promptly tilted over, smashing my dictaphone, and slid 
off the desk-edge into the D/A’s lap. Since then he’s taken 
to his bed on a plea of assorted rupturés — and now we have 
another problem. 
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E Anomalies of the Imputation System. is 


"A discussion paper was issued in Sepieinbar 1972 by the decani Staridards Steering 
- Committee. The views expressed therein are not necessarily those of the ASSC, and 

the document is therefore not authoritative. The intention is that an accounting standard 
. . will be issued in due course. 


. In the meantime, a nuniber of important problems are now having to P faced as 


, regards accounts currently being produced. . ^ 


© RES, for years — before April 6th, 1973; 


which provide for proposed final dividends (or late 


"'interims) to be paid after the. balance sheet date, will 
include distributions made in the “straddling period’, 
`- Whether payment takes place before or after April 6th 
next, these will affect the amount of ACT which can be 


lt set off against the company’s corporation tax- liability for 


- 1 


. the period from. April 1st, 1973, to the next balance sheet 
:date. - 

' The main caeso ati issue is whether the accounts which 
provide for those dividends should reflect also the tax 


relief which they will generate on payment. It is possible. 
'S'tocome to conclusions’ different from those’ contained 


'„ in the discussion paper.. 


| q E. Let us take first the case of a proposed dividend paid 


after the balance sheet date but before April 6th, 1973, 
“called in the discussion paper a ‘variety (b) dividend. 
': The dividend will be charged gross in the profit and loss 
.account, but it will be paid net of income tax to the share- 
- holders and the tax deducted will be accounted for to the 


a “Inland Revenue. There is no, dispute about that. 


` 
- E 
Tr n 


,^ "The discussion paper then, goes on. to recommend that 
“credit should be taken in. the 1972 accounts (assuming a 


“December 31st year-end) for a notional amount. of ACT: ` 


: set-off, in that case three-quarters of 30 per cent of the gross 
-final dividend. The example in Appendix 2 shows this as a 


* deduction. from the corporation tax charged in the profit 
. and loss account, leaving a-net tax charge of well under 
40 per cent of the profit. The reservation is made that this, 


‘should not be done unless the pud is ‘reasonably certain 


and foreseeable’, 


> Questionable ‘advice dos 


"emule certain or not, it is ae consis whether this’ 


"advice is sound. The amount of ACT set-off allowed against 
(o od tax in the.post-March 31st, 1973, period will be 
" determined by the aggregate of distributions made both 


before and after that date. If the ACT relief attaching to . 
: a dividend. declared for 1972 is shown in isolation in the 


21914 accounts, it may be SuDsequenty reduced by : a dis- 


` 
~ 


alova — to one declared for 1973, and paid i in 
that year after April sth. 

In any case, ACT can be set off only against aooi 
tax on profits earned after March 31st, 1973, and that 
liability will never appear in the-1972 accounts. The issue 
may be.obscured further by the operation of the trans- 
itional rules limiting ACT set off in the years 1973-75. 1 


I would therefore suggest that no credit should be taken ` 


for’ tax relief said to be attributable to proposed dividends 
payable after the year-end and pelore G 6th, 1973- 


Tax significance | | 


Variety (c) dividends are those paid on or: 'after April 
6th, 1973, but declared in respect of accounting ‘years 
ending before that date; They will not be.paid under 
deduction of income tax, but companies will havé to pay: 
ACT in respect of them, except to the extent that they are - 
'franked' by investment income received. The discussion 
paper advocates that all dividends paid on or after April ' 
6th, 1973, should be shown in the profit and loss account 
at the actual amount payable to shareholders, i.e.; without ' 
the addition of any ACT or tax credit attributable to such 
dividends. I do not dissent from this as a general principle: 
applicable to accounts falling wholly within the period of 
the imputation system, but I believe different considera- 


tions apply to proposed, dividends of this class which are ` 


charged in' accounts ending before the commencement of 
the new system. 

. As the discussion paper points out, the charging. of a 
variety (c) dividend 'net would amount. to taking the 


benefit of ACT relief for the whole dividend in'the 1972 


accounts, and normally this would: require at least partial 
correction. For the same reasons a8 have been advanced 
in the case of a variety (b) dividend, I believe that any such 
relief is more properly credited against corporation tax 
chargeable in the 1973, accounts. The tax significance, of 
the two classes of dividend is exactly the same, , except that 





1 See, 'e.g., ‘Corporation Tax Reform `~ Straddling and Transitional - 
odes by Allan Cinnamon, F.C.A. (ne Accountant, November 
gta, 1972 : 
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in the one case'what is paid over to the Bevenüe is called 
Schedule F Tax, and is at the rate of 381 per cent, and in 
the othe. it is called advance ree tax: and will be 
at the rate of 30 per cent. 

It would therefore be my view ‘that, where accounts 
ending: 'b 
be paid| after that date, the ACT payable in respect of 
that dividend should also be provided in the profit and 


loss account, and should be shown adjacent to the dividend- 
itself, inpar it up to the ‘gross’ amount. If this procedure | 


is followed, the total of dividends paid and proposed will 
be truly, comparable with the corresponding total for the 
previous year. 

Although it is not a matter of such pressing urgency, I 
would question also the recommendation in the discussion 
paper that franked investment income should be shown 
in the, profit and loss account at the amount received 
grossed'up by the rate of corporation tax, envisaged at 
50 per cent. Attractive as the idea may sound that all of a 
company's income should appear on a uniform pre-tax 
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TM it is Suit not in n accordance, arith the.facts to. atttibute 


a 50 per cent tax rate to income which carries: a-tax- credit 


of only 30 per cent. 
The other alternative presented by the re paper, 
to. bring in franked investment income net at the. ‘profit 


after tax’ stage, is of equally doubtful validity at the other 


extreme. Instead of overstating this source of income at the 


“before tax’ stage, the result would be to omit it entirely 
at that level. I cannot believe that that is right, since it - 


seems to me likely that, under the new tax system, a 


‘company’s pre-tax: profit will become of increasing im- 


portance as an indicator of its performance: . 

My preference would be to show dividend income at its 
true. ‘franked investment income’ value, that is to say, at 
the amount received plus three-sevenths. The tax attribu- 


table would be charged under the heading of ‘taxation’, 


as a separate item if it were material, since it could hardly 
be described as ‘corporation tax’. In an area of presentation ' 
where anomaly will.be difficult to avoid entirely, this : 
seems to offer the best prospect of discerning the truth. 
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Britain and EEC - Tasks for 1973 


by RICHARD BAILEY B 


that Britain has joined in thirteen years late, or that we should have continued: 


indulging.our preference for the 'deep blue sea' of Churchill's famous statement of’ . 


the alternatives, the fact.of membership cannot be ignored. From now on Britain 


! British membership of the European Community is now a reality. Whether we believe `. 
| 


shares responsibility for developments in the Community, and decisions taken 

in Brussels will directly affect the British economy. In order to keep abreast of these 
changes, space will be devoted monthly to a concise chronicle and commentary . 

on happenings i in the European Vommunity: with parnguar reference to their effect 


d 
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HE tasks for the coming year can be split into sevén main 


categories. These are the obligations undertaken: through 
the acceptance of the Rome T'reaty, those arising from decisions 
containéd in the secondary legislation of the Six up to the end 
of 1972] the implementation of the undertakings agreed at the 
Paris Summit in October, and new policy initiatives made by 
the Council of Ministers in the next 12 months. In addition 
- there will be all the adjustments and adaptations required to 
phase Britain into the Community system. These involve the 
relationships of the British Government and Parliament with 
. the Community institutions, and a period of acclimatization to 
its practices and procedures, Britain will also be. involved in 
problems affecting the Commonwealth and with the Com- 
E S relationships with non-member states generally. — , 
All this adds up to a considerable volume of work and it is 
important to recognize the relative significance of the different 
elements in the programme. As a result of the accession agree- 





able a id during which these would be pd. and 


l 


on Britain. 


the acceptance of exceptions to the general principles where 
these could not be adopted as they stood. This means that the | 
terms of entry were largely a question of the time-tables and 
procedures by which the UK will progressively conform to the 
rules and practices of the Community. - ; 
The time-table for the complicated process of panstoratas 
ihe Community of Six to one of Nine is framed within a five- 
year transitional period covering industry and agriculture. 
Tariffs on-trade between the three new members afd the Six , 
will be removed in five equal cuts.of 20 per cent between April : 


Ist, 1973 and July ist, 1977. The changes needed to bring the | 


UK tariff on trade with non-members into line with the common 
external tariff will be accomplished between January ist, 1974 
and July 1st, 1977. Changes needed for the adoption of the 
Common Agricultural Policy will be completed by the end of 
1977. Other measures to be adopted ies the transition 
period concern fisheries, dumping and the abolition of quota 
restrictions. 

On the political front the new member states have now 


- begun to implement the Community decision at April 21st, 


1970, under which agricultural levies, customs duties and (by 


` Mc a eae a owt ote 
42 4T Ve SLE € ane aire i 


a a ar of NAT ‘coleapotiding tor “per cent at a- P 


"basis of assessment for the whole Community; -will be allocated: 


‘to the C budget. The share of Britain’s-contribution. .- 
a odes ulna countries are not given: precise dates, and this aspect of.the - 


,to ` Community funds will increase over the’ five-year period, 


trs >. starting at 45 per cent of the total i in 1973, ‘going on to. 56, 67-5 - 


; d Vand. 79'5 per cent in 1914-75-16, respectively, and ending. at 


; 92 per cent in 1977. 
.'The White Paper (Cmnd P 5) NUMOS that the ÜK net 
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resulting from industrial: change and structural unemployrüent. 
The studies on generalized preferences and, the developing 


Summit communiqué ‘is the one which has come in for most 


criticism. The preparation of a common mandate for the. 


talks méans that in those négotiations, the British view will, 
for the first time; be put forward. by NEL acting on 


"ontribütion-would be £100 million in 1973 and £200 million _ behalf of the Community, Ru s i 


.in 1977. This: net figure is arrived at by deducting. assumed 
“receipts from Community. funds of {100 million from a gross’ - 


.. contribution of £360 million. The’ phasing of UK contributions. - European Commission - BM 


» and receipts.in relation to the Community budget i is shown i in 
< Table 1. | 0| c (|. que rs l dh aie 


- ` ‘ 
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ET TABLE 4.0007 872 p ; 2 
Voce rad -*. UK CONTRIBUTION TO COMMUNITY FUNDS ~ | . 
7 og: v s] s dw: 9. L0. 0 
CAT United ae LU aped | ^ Possible... Possible” `. Possible 
ads Kingdom ; ^. f. 'United ~ United United - 
3 ey s oe Fr Kingdom - '' Em Kingdom 
, Yeor ge o to rcentage gros; ` receipts net. . 
Ln MES a" Ey contribution © ; , . , - contribution 
k "Community |. °". = sy budget ‘ : C 
v.d? budge) ouo (fm) ' ` (£m) (£m). 
.1973:.. 1.1949 © 45-0: B4 120: 20.: 100 .. 
1974 .. - 1938 " 560 10-85 155° 40 115° 
1975 .. .1977 ^ 675 — 1334 - 195. 55 140: 
1976 .. 2046 . - 7955 16-03 245 xime .170 
1977 .. 2056 - ,920 ^ .182 300 |  .100- ` 200 
"Source: White Paper (Cmnd 4745). MA 
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Summit deadlines TW Lus NEN M 


VS de Apri isti >. 


P owl K "June 30th: 


DO duly dat: 


"The Paris Summit: Conferérice ^ was conceriied. with secüring 
ds der on the. implementation of measures designed to 
"secure 'closer. political and economic integration of the Com- 
7 munity. The full programme is shown in 'l'able 2: Of the items 
`` listed, the establishment of a European Monetary Co-operation 
Fund represents an. important step towards the harmonization 
:-of the.currencies of the member states. 

The Regional Fund and. the programme: a TAE policy. 
; action are important:to the Co- -ordination of. policies for d 
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m TABLE 2 
2 pEADLINES “AGREED AT THE PARIS SUMMIT. € 


^ 


1973 


Establishment. of a European VERA Co-operation Faad. * 


' Presentation of the Commission Report on the: initiation 
aspect of the Economic and Monetary Union. E 


l (1) Presentation, of the second report on political co-opération, 


NN f od Q Adoptlon of measures aiming at the improvement, of the ; 
t . ' ton. . wordns methods and amore a Community? 
i : > actlon. .^. - = s 


Jae ofa c common EEC mandate for: negotiations under f 
‘SG 


Establishment. ole a Programme of actlon for enjlronmental t 
p cy ^ P k 


September 30th: Presentation of the ieot on he NODE of finds available for. 
DEL . _ short-term financial aid. 


December 34st: , (1) Passing to the second stage of Economic and Monten Union. 


`, May 1st: 


- July 3st: 


m “4 2) Presentation of the report for the: ‘progressive poetine of 


reserves. 


bj n ET , m (3) Adoption on the basls of the Collin report, of measures 


or the distribution ‘of competences and responsibilities as - 
^ requiréd.. for: the efficient operations of the Economlc and 
Monatary: Union. . axe 


E a (4, Launching of the Regional Fund. ^ t's, ' es 
te, : (5) Adoption ofa programme of social policy actions. ; 

2/75 (6) Adoption: of & programme in the. field of research and’ ‘ 
Oe es technology.. fe : j 


(4) Presentatlori ‘without delay’ ay the Commission of a report . 
and proposals concerning.regio problems. |. 


(2) Development countries, studies and decisions at an opportune x 
. moment in the course of 1973. M 


Y m ae : Generalized preferences: studles. as from the Besloniag’ of; 
E 373 of conditions for 2 | substantial in ncresse, 


- uo, 
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The members of the enlarged: orani haves now been - 


: » appointed, and portfolios assigned on’ the saline basis: 


| Lord MacKenzie Stuart: a "S 5 


| Competition policy .' et 
"The European Commission. ia imposed a fine of 100,000 units“ 


- 


Francois-Xavier. Ortoli - VE. "E m S 
(France): z uw n om President. LEE ANN. 
: Albert Borschette T Competition. policy; Personnel. ' 


(Luxembourg): . and Administration. °° | 
Ralf Dahrendorf- - MIR ss ‘Research, Science, ^ — 
(Germany): ` d ei i. Education. "ua  :  . 


a” 


Jean-Francois Denia a Developing Countries, Re ee 


JO ird Mediterranean, Budgetary _ 

D . . Problems and Financial Control. 
Finn Gundalach Harnionization of Internal " 
(Denmark): - i Markets, Customs’ Questions: 
Wilhelm Haferkamp .... Vice-President, Economic and 
(West Germany): ^ Financial Affairs pe ee 
‘Patrick Hillery. (Ireland): | Social Affairs, | ^^^ — 

‘Pierre Lardinoi (Holland): Agriculture. b i d DM 
Carlo. Scérascia-Miignoza Vices Presiicn’ Liadon with 
European Parliament, 


( Haly): 
; Environment, Transport, Press 
i Information and Consumers’ , 

Interests. 


Sir Christopher Soames . Extetnal Relations. B 

(UK): n um 

Altiaro Spinelli (Italy): Indistry and Technology 
5 George Thomson (UK): Regional. Policy ` ae: 


Henn Simonet Belgium): Taxation, Financial: MES. 
F » - Fuel and Power Policy. 


"Ihe British member of the Europeas Court of Justice will be 
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of- account (about $ 108,000) ‘on Pittsburgh, Corning (Europe): | 
(PCE) for carrying out à discriminatory pticé policy in-different 


Commünity countries through its concessionaires -F ormica 


Belgium, of Brussels, and Hertal & Co, of Amsterdam.. 

` The Commission- has warned .6z companies which have! not 
supplied information about their commercial agreements with 
"other Companies, that they are liable tó fines or other penalties.. 
"Ihe companies: concernéd are in.a wide range of industries’. 
including, food processing;. aeronautics, cinematograph.. and - 


‘electrical equipment, watchmaking, optical goods, = industrial 


; vehicles. 


An agreement betiveen the Balan: association of centia 


i heating equipment manufacturers and the association-of central 
heating installers: has been banned“ by the Commission. The ' 


agreement was held. to be invalid ‘under Article 85 of the Treaty ' 
as it placed. appreciable limits on: trade ‘in’ central heating ` 
Se eat ROTER Belgium and other Coininunity: countries... 
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We offer Group Benefit Schemes 
on highly competitive terms 


Our contracts are sufficiently | 
flexible to suit the needs of all companies: 


ASK US TO QUOTE. 


— 


iB E ASSURANCE LIMITED 


Established 1899 


190 West George Street Glasgow G2 2PA 
Tel: 041-332 6462 
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e „Andto équip and malntain homes in which they nals +. 
ae and'are given-care,and comfort. In’thelr old age. sD 
NI ^ This"Is -where you. can help..A word from you tó your ` 
M CUM . -client might give-hope and.encoüragement to those who: | | 
PLA | . gave $o.much for thelr country. A. egacy: would'n mea a de 


ga 3 * 


= ot to them; -- 7: AMET - a 


4 - a i - r 
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i -accountants.we have interviewed in “depth, and. perhaps one 
.. of them is the man you seek. To find out rig me now and - 
„I sháll let you know within the hour. iru. c es 


M PTT Grosveriof St, London Wi. 
M _ 01-629. 1606.02) .-— 2 v 





















T ri insi. eae ge 1 Wo = : E 
Pe A E M Zr i dd oe eee LM roo ER MM R. ‘Thornhill, 01-628, 8869 ` sd 
i (d p ] also at Ediübürgh, Sydhey- us ; : r ee ae a 2 a T 7 > ee E abel QA "Ru oe SS, vs * i H 

` a Melbourne. Ud Tc " ` A 

a" xe ur "RICHARD. OWEN. ASSOCIATES. I 

m TN a 2." n ONLY ES E^ * : i sod 
ui Finsbury Court, Finsbury Pavement, London ECZA 1HT r3 

a 






I | t " s EN roe " e 
f x, D - 
. i [4 bad 
- -* oof e 
r 
* 


| January j th, 1973. | 


> 
"ur 


LETTER FROM AMERICA 


in 





ort R many. -months of ene no K kear 
ing Principles 'Board of the American Institüte has 
reaffirmed its earlier décision on the preferred accounting 
practices for land development companies. With the newly- .. 
constitu ed Financial . Accounting Standards Board. pre- ~ 
paring | fo take over the. rule: making function from its. 
impressive headquarters in. Greenwich, Connecticut, ‘this . 
will be dne of the last of the APB’s pronouncements., But it 
is. one T. t will be long remembered by property owners, 
estate abents and their advisers. - k SPOE 


Accrua winds "with conditions EC 

For some months, the Securities and Exchange Com- . 
mission, has been worrying developers of land: by: pressing | 
the case for the instalment’ method — recognizing income. 
-only as ' down-payments are received, but excluding the 
balance of the purchase price that. they represent — in 
virtually all situations. The APB has shown itself more - 
lenient; in that its latest guidelines permit.use of the 
accrual 
has been received and all of cx eee conditions 


are me MINES IE | | ee 
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(a) The MÀ clearly vill bi useful for vested Or 
E recreational purposes when the payment Praed is 
compen 3 eo. 
|) 


a 





he company's financial ‘capabilities assure its 
ility to furid or bond the planned i improvements: 


9 The project's | planned improvements must have 


P gressed beyond preliminary stages, and there is’ 


idence that the work will be m" according. 


} 


: 
^ jm plan. 


. 4) jd e receivable cannot be subordinated id new loans . 
Hi the property, except for construction purposes; 
d 





. a as on those not subordinated. 

^ (e) Collection: experience. of. the’ project indicates that 

dlleċtibility of receivable Balances is.  řeasonably 

p edictable, and that go’ per cent of the' contracts in. 

E fi ce six months after- sales are recorded will be 
T ENS SAM 

Mo real-estate development companies are apparently 

. "confidént that they could meet these conditions, thereby 

. ensuring that their income stream will reflect cee 8 
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E: | From Dur New York Correspondent 
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pr property | ee rather than E historical costs 


„at which the properties were acquired. But some of them. 


consider the proposals needlessly severe. The chairman of 
GAC Corporation, a ‘Miami-based developer,’ commented 
_that his company might ‘be obliged, under the new rules, 

to discontinue dividend payments. . 


From the point of yiew of companies that have been 


relying heavily on the accrual. method, the timing of the 


latest restrictions is unfortunate. A year ago; the United 


` States was in the midst of the greatést of all housing.boorhs. 
' New homes were being started at thé rate of more than two 
"million annually. The pace was especially, hot in the South 
and West; Palm Beach; Florida, was growing SO fast that i its 
size would double in six years. 

, Apartment blocks, -rather than* dinge undis houses, 
were becoming the order of the day. Condominiums, where 
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each flat is separately, owned (often as a seaside home that is ` 


let.to others for most of the year) were being built from 
Hawaii to Cape Hatteras. 


The need for new housing — inchiding second homes — ` 


has certainly not yet been satisfied. But there is a wide- ` 


spread feeling that the inflation of land and building values 
hás.gone too far. Under Phase Three price and wage con- 
‘trols, President Nixon pointedly :omitted construction 
(together with food and health services) from the industries 


several cities, empty office space — even in new buildings — 


Is reappearing. Mera rents have been Sharply cut. 


+ ` 


"UN 
"m 


- shelters 


t the samé time, real estate- has lost some - of its ; didi 
pieds as a tax shelter for individuals in high brackets — . 


partly ` because the top’ brackets: are themselves being 
reduced: from year to year. Congress is threatening to make 


. it more difficult for pools of individuals to set up partner- 
collection experience on such contracts is the - 


. ships to. take advantage of the rapid depreciation rates 
allowed on slum clearance and othér-government building 
projects. (More exotic. ventures, such as chicken-raising, 
 beef-feeding and fruit-growing are pene used as an 
alternative type oftax'shelter.) — 

The new standards apply to accounts for 1972, safe first 
‘of which will start to appear within the next month or two. 
Particularly interesting will be the restatements. that are 
required : for 1970 and 1971; and the reaction of the SEC 


to this effort to reet its objections to. some of the accounting 


methods adopted during t those years.. 


jme 


' that are now relieved of direct government regulation. .Ín 
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“Controlling the Computer eo 


;z- Regular Operation of. Computer Systems. CIC, Iw 
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. The purpose of this article is to ‘outline the alae that Spite: users eaiould play i in 7 0. dr HU eem eee 
' controlling. the regular operation of computer systems. Standards of ' operation di atagested tye, eh pem n 
A “las a basis. from Which, it is oped: useful, comparisons can be made. us do - zm MEER 4 . rone 
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TE ‘are’ three main “questions which! computer users en discuss with- the computer eee the. prospéet of . 
ust-ask when considering the-regular ' operation of their making: a change to the- -procedures operated. The cost and tim- 
computer systém: Is the right: information. supplied? Is the. ing of the prospective change will depend on the extent of, 
"information supplied at `a ‘reasonable gosti is there security change: desired by the user, the,type and extent of. computer. 


jovet the information procéssed? . ^... . ,!  résource mk. and the. capacity” of bod Comm puter department: 
"The answers to these three: "rc aré. considered in. .to make the change. » 
subsequent . paragraphs; In’. general, they are dependent -to However, in order for the ome user to be able to con- 


w ^ 


za large degree on, the type and extent of computer resource, tribute ~to ; ‘the discussions with the "computer department’ ; 
Y used and the information: being. processed;.e.g., whether thé. concerning selection of those changes desired which cin be. 
"information needs of the company change frequently, whether afforded, the computer. user must understand. the stéps takeni, 
_ 1a’ bureàu is used or, not, or; whether. loss.of computer: ‘data by the computer department in making a chiange t to a computer 


` would impede the operation of the CompAny 3 business. J". systèm as detailed in the panel below.. hg I 
P s mt. In the steps ‘described, the compter user is at’ a’ dis- 
"Supplying the ‘right. information’ ee " advantage in step. 3, when: assessing the work required. ` 


`- ‘Right ‘information’ ‘is requested information, produced. on. an ^ to achieve the change as presented by the computer department. ` | 
bue arid timely. basis. Supplying the’ ‘right information’, The’ guidelines detailed i m the panel at the top of the next page... 

. is generally a compromise between what is desired and what are áppropriate. . 

^ Q'canbe afforded, in that the larger the computer system used, the As can be. seen, it will: benefit the. computer user to Yun 


"i t ili d d-and h bilit "what information’ the computer system. already has ‘available. ' 
TG oe flexibility, accuracy s = Spe dui d = x “If the: information requiring change: i is obtained as, a result - 


/ 


vol The following paragraphs. consider tbe-role of. the oun . of an inquiry to the computer system, the computer user should. 
“user concerning. the: ree characteristics of ‘fight information’ ‘simply -alter the inquiry request. On: rare occasions, where w 
which can be controlled and therefore changed, namely. the happens that the inquiry procedures are not adequate, the. 
- request for accuracy and timeliness of “tight infotmation’in computer. department should be -requested to change the ` 
: sucha way that the computer. system is most-effective..- <.» procedures in the manner described above, although it should be 
^ The ability to request the ‘right: information". irak toa. noted that-changes to inquiry procedures ate generally more 
^ rést extent on the way information is produced. Information difficult than those shown above. It can thus be seen that the .. 
. "from a computer system can be. produced, as a result of either availability of inquiry. procedures wees a computer: system. : 
'/planned output (i.e., the request for:information was built into poe the computer, user ier ponpiderahljn e | f . 
. the system) or’ inquiry (i.e., any information available in tlie. -— a rr E : : 
JVBystem,. can be extracted’ ip a, suitable form). In either. case, the Accuracy: 2T eras x EE 25 
A raa user will benefit: considerably by having a knowledge, The data input, processing iod output of a computer. system. E 
“of the information available within the computer system. .' .' should be as accurate as is necessary. ‘Because of the i increasing. 
` If the information requested as a planned output from thé variety of methods, of input to'a computer system, e.g., punched" . 
+ dommputer system. is not what is, desired, the computer user. card, comparer terminals; etc., the. steps necessary to be taken te to. 


, 
4. 


N 





ET E .. Description 9 = ee = $ Puron 2 E 
I. Document and agree, the change. | ES 2 To e ensure both de computes department and computer 
E i LX pue e NP user agree. the change cd ANE . 
n , ` A Y , 5 X Ei " * 
IMS Ex: Dacre we work required io DE the- » change and... To produce a work; program | for thé work to be carried 
Te n rs cost. € , 7 T | ,, out and to, provide a basis for cost estimation. S ae 
r ^d : , ^ ". i 4 a n N f " i , 
- "Discuss work vaea and öste. Agree with computer: user. To ensure. the computer - user understands the work 
Rin - bp e yi involved arid the commitment ‘being made." = 
P ‘Cis out work, c uie d SEE EM we. To effect the charige required. L4 ie P 
: "Agree changed information presentition with u user. b HEP To ensure the- computer user is sutisfied with the change 
a a. S | P" made. Buc cun : l | 
‘The first article was published tke issue dated naue 18th. EMEN ae ae D oe l mes : 
P Se hg yt 2 XE t ^ Y. . BE S d : = Pare a Sake "o zr ` m P eta 
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"m. - Description: 


[ 
4 


A tering the sequence in which information i is. produced. 


Assessment 


- 


E ‘Easy, M: : Medium, D: Di Difficult) | 


ips to pro information which the computer already has available, Zu 


, to produce a gross price as well. as a net price. 


E iE 


tering the layout (including elimination of information). ; 


^ 4 


R questing information which the computer does not have already 


Ow nt e.g., to take into account VAT: 


erisure accuracy are ‘different in different circümstànces. m 
most cases the computer system is often designed first to carry 
, out certain checks in the course of processing to ensure that thé, 
input provided i is correct. Thus, when punched cards are used, 
the computer can.list'the inaccurate input cards. Where a 
computer ‘terminal is used, the Dur MN can indicate inaccurate. 
input asit is received. ` ie ' 
Both éxamples require denl effort to- correct the inaccurate - 
input, but the time between identification of inaccurate input 
and re-submission of ‘corrected input-is significantly: less with: 





the te causing less. ofa delay to the overall data DUE 
time. 

- The, ples provided indicate thé scope abie It-is | 
for the dómputer'user to make the final decisión bétween the 


different| methods of ensuring input accuracy dependirig on the ` 
priorities between cost of computer time and ‘clerical effort; i 
speed of : processing, ‘absolute requirements for accuracy, -eg., » 
| fp ano must be completely accurate; forecasts need to be 
accurate to I per cent, etc. . 

The computer user should also review the réasons for d. 
: errors and prevent them recurring, e.g., by further training of | 
staff or by insisting on a manual check prior to computer input, . 
A target | to aim at.is a 2 per cent error rate. Furthermore, 
manual records should be maintained. of control data, e.g., a log of, 
the mastèr account balances, to assure data is processed accurately. ` 


. If information requested was produced late, either the input 
was.late,|or the processing and output was late. In either situa- 
.tion the. etting down of a realistic time-table by the computer 


user and, computer departments i Ig essential, in iuc to establish 
] l ; 


Description 





“thie ge ia highlight the c causes of Isteieis. tage should be 
"maintained. of the. date at which input was submitted to and ` 
received from the computer. department by the ‘computer user _ 
to enable comparisons of actual and target to be made. - 

It information is justifiably found to be late, the steps teu d 
to produce the requested .informatiori- should be examined : 
closely for opportunities to eliminate duplication and to en- 
. Courage. separate activities to: take place concurrently where 
possible i in order to meet the origirial targets set. 


Computer costs 


. For a' computer user to be able to control the « costs sane: 


for computer department use, he should be aware of and ' 


< understand the meaning of the cost centres involved, and their : 


inter-relationships. Measurements of efficiency of the individual: 
.cóst centres can also be attempted. > ~» 
Typically, the cost centres are split up and related as shown 


in the panel below. 


Given a pattern of copus E expenditure split . 
in this manner, the -computer user can compare: t 
: the basis shown and the company budget. Differences should. 
be highlighted and resolved.: Where a pattern of. computer 
department expenditure is not available, or differences remain 





^ 


unresolved, it is ‘suggested that each cost centre should be . 


examined for efficiency. : 


There are now available brin efficiency andad: applicable 
m computer costs: 


sd 


~ (x): ‘Contact a service bureau which: operates a‘similar computer n 


to the one in the computer department. Inquire the rate > 


| Relationship, . 








1 : : x 
. Cost centre — AMD NE | 
eo EC dr ERIS l ' (See note below) | 
ic i Per cent j 
. The cost of the computer itself as ‘shown by manufacturer’ a/retail : l 
^ company’ 8 invoices es ox T es x 39. 
i ou |: 
NL NE ! Salary coat for management "uS — 
B . Personnel- analysing and designing systems e 20 
, . . Personnel preparing computer instructions 20 
-' «5 s. . Personnel operating thecomputer — : Ee ce So C 
"Du. control E . , . ++. Personnel checking information in. and: oüt of the computer ce aa 3^ 3$ 
.^ Data preparation -` Personnel preparing information for the a a pu A I5. ^ 
Stationery, supplies and i repr costs Invoice costs. : ; / 5 
M | E T Elp. si IA ce is 100 
SE Colina andadi rate used .. ” EE 
General overhead charge ~ Company standard rate: used ore telephone, Xero, light, hent, 
7 a i Ad "E _ etc. ) : M : : x js ; je 
Total "X uS RA s "P 100 
"MUS | i Ue. up Qut qe nue O T PEU a E RE (020 a 
f AL A a PENT o Representing I2 per cent of the company's gross sales. * on NE $ a be 
. Note l l ' 


‘The jp Surpose of this relationship echa is. to sat a basis: 


foni bii useful comparisons c can be shade: The basis used 


is a medium-sized computer department developing a number of new systems and. ‘operating for two shifts a day, five days a week; 


pro eggi 


assume a an effective computer department. _ 


+ 
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g one job at a.time. Computer users: expencnang a similar pater of eee from their computer department must not 


EPA Ro RIS Ke, ELE «PRI Non aU Rr moo nz See Cy e £ ~*~, Éw E ^ - y gr EY al abu Au ES Pe ss 5 T an RFS: T a a P i y (UM RE LE i E r` 
oe PET HIS s SU P rM Ce LOS cea yea SS UNSER SUB MN g RS E po T ee ocean IRE D OLL 
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(2) Opan an analysis of. computer tirne used as. follóws: 2 
d OF ^ (Say) hours Relationship > d 


I uS Teru Reet og. A "THÉ ^ s ES 2M UAM um le a a 
MC ee aes ACCOUNTANT’ cox Vus emen ash 1978 
| Tots MS dr. dn E T4 M l HUM E ae ; A Re 2 
ped hour, cómpare, with the rate per imos scies by the programis, the same programmers, etc., tequiring attention which 
;| < computer department. Resolve differences. . n indicates poor systems design or programming requiring more ` 
"m `. _- fundamental attention. . 
b 


, Operating ‘efficiency concerns mae the computer operatora, l 
ata control personnel and punch operators. Control over. 








E | ME ee ` Pe mm: Hu id i MN . computer operator arid data control | rsonnel efficiency is best 
E oe Production time > - ig. a eee TOR l “indicated by low levels: of non-pro uction, i. e. idle time; re- 
jj pue ` Testing time (pro grams, syètem, a MAP MM M cg ruhning of computer: work. ` E y pur ' 
Ke computer maintenance) ^ .. ; ————— ..: :285- : 
NE Non-production, (idle, repeat . E NEL Control, over punch operator’ is best sbtained by: 
2 runs due to errors, computer M 00. s. 0 (a) Use of standard times comparisons. "Time sheets should be : 
l Borworung). PX arire leds) Ur. quo" 7t prepared of. work done by punch -operators. Work.should be. 
roD | a o = D —M— ‘controlled and scheduled in batches of similar work by apunch `` 
ate Total hours . PR -- 1 z “js 50," T00 7. "room supervisor, with punch. operators, "working on'óne batch... 
; ‘=e. atatimeand filling in a time sheet showing batch size, batch type | 


E An attempt. oat’ dien b: made to rationalize the figures ` ‘and. ‘punching time taken, for each: batch: . -An ideal batch. size 
. given. ^ The analysis of c computer’ time must vary from installation , . fequires two hours: punching work. . 5. 
to installation and user to user and depend on a great.mány — At the énd-of each week, the' punch room supervisor should 
;'factots. -The suggested target figure is based on à medium-.- then. compare: the, actual timé ‘taken for work'and' compare. 

; ^5 Sized compüter department developing a number of néw systems - this with: the standard times for that. work for’ each . batch, 

7 ES “and operating for tO shift S ve five days " p processing summarized by punch operators’ to "reveal. the individual. 
ue ODE job ave time, .:, ; 7! MN s jn (0 QU 1. efficiency. The standard times can either be set using'an average 

l ST. " Pe un ast gee ave SE up a 1d achieved OF. preferably- using time afd motion (e.g MEN 2) 

; Personnel costs M D - 4 c 7' absolute standards. ^ - b 
© Because the: wow werióenied" be Con utér MU RS. . (b) Overall: ‘keying’. rate. Each job of ‘work done ‘should be : 
significantly, Sverall efficiency by, gmp are less. pe analysed to establish: the number of. keys.required to be: pressed . 
Closet attention should therefore be given to comparing actual - by the’ punch operator: ‘The keying rate should then be com- , 
costs with budget.» ' . " | pared with 8,000 keys pressed PS 'heur s can. ve used ; ag 
B . The basis of the persohiiel budget should be related to. the ` ‘añ overall standard. eu 
, > work required. The work carried out by the computer depart-. ' (c) Comparison xih local bureaus In many areas s here: dd 
. s'meht can generally be- split into new systers. development, convenient local. punch bureaux available to -carry:out work. - 
‘maintenance. of existing systems and operation of. existing A. comparison of costs between the bureau and the total punch 
systems. ut QUE M . room 'cósts- should ‘be’ Kr d using the, same basis” and any . ` 
For. each project. concetning new systems . dea differences resolved. PEDE E" ee. C ee 
"objectives should have been set for the progress to be achi¢ved. . es AR C Xe" 

-.It should also be'éxpected that the: personnel réquirerüents Security. of information processed: A 
-for systems at an earlier &tage.of development are less well ` The .cómpüter user is often dependent on the computer - de- 
- "defined, and.concern mainly systems analysts and Te ` partment operation; The greater this. dependency and the more 

Ge computer user can then apply certain overall ` tests: ` -sophisticated the system, the ‘more - secure must, “the infor- 


' (a) The: ratio: of systems analysts to programmer: "ime is, Mation be from loss. - | ET 


- 


- 


reasonable (commonly ‘five units p time, eight . . The computer user should therefore ensürei. 5573 02 087 
p , units programmers” time). — . | - (a) There are internal controls" ‘operated within the computer 
jb) The. detail systems analyst and. ‘programmer’ time., is. -— _ department covering: sc po US s 
a 2 ‘related to'the complexity of the. system and. programs ` a" Segregation of duties. . 2 m E 
. | being: developed: as defined, 2i EE Dias: objectives ane . (2) Batch controls agreed between user. abd computer. 


i. Vs the overall systems flow. . | : (4) Regular external audit review. 


E : (4) Duplicate master files for data Los Siu ‘together 
9 ies vo Tea eel can often be further analysed into - i mial ra tained separate | 





ee » | ^ Rel T EM | fire resistant location. Uu S ue 
bn s P XN WE per cent ` “O Re-submission of errors. ` pipt M p 
E (à "Faudlurieqdon mr ww um um js X AO... . (6) Program changes: A» Sor demere 
: a > (2) Flowcharting : Oye s E a HO. () There is adequate 1 insurance cover against: Sen g 
` + 143) Coding (writing the computer instructions)... «^ "20 ^ (1) Fire (include computer), — '. er 
. 9 ‘De-bugging” ‘(removing the errors, ‘from the (C on ie Loss ’of-data.and programs: . PESCE 
M a Eom o ME ied wu Tu | CN zs .Recreation of master file data and prograíns, z 
A p GE Dolmenen T m ira place elc M 
e E i 
e SON e ui, ta cid a "ATE og .. (6) Accidental damage, water damage and theft aiaks. EN 
- oar side a MEE P "There is adequate physical control « over ‘Joss. of. data, 
"i^ An attenipt should then ; be made to NU the pw. ge covering: ee c 
] z given. Personnel cost for maintenance -of  éxisting systems is. : (1) Restrictions on computer. room access. ^ .;. - 7 
i loften extremely difficult to control; because ofithe varying nature `, (2) Fire extinguishers and alarms operation: ^7', -4 
p lof system maintenance, from correction of obscure errors in the < ( d) 'There is adequate documentation of computer procedures, 
: system to. major: - enhancenients. in general, computer users ^" — covering: ! 
ud jshould: insist on obtaining: itemized budgets from the pue "E (XE Up-to-date docunientsdon of: regilar ‘operations rf 
n department for mainténance before: any maintenance is carried out. "^ including error conditions. ` » 
; A review should also be made, say; every three, months to sééif-a _ (2) Minimum reliance on key, etsonnel-.. ’ 
de | pattern of 1 maintenance requirements e exists; eBo the same set me d B Alternative DE salle in the event of failure." 
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inone of - 


| Now you can stayi 
th New York - 


hotels in 
spe 






"i 


(you have a choice of three) Yóullhavea > - to Mar.31st,1973 for groups of 10 passengers. 
Single or double room with your own private You don't have to form a group yourself: 
bath. We take you sightseeing. And then. ". Your'travel agent or Pan Am will do it.) 
|. after a week we fly you back again. E So, if that sounds like a nice thing to do, 
| . The all-inclusive tour prices start from £lI7— _- your travel agent can tell you more, or send 
eventhatsa a saving of about 30% on the for our brochure’ for full details. 


| | | 

| i i f ] : oœ 
| | l Pal ar m i | l 
i : : $ l i l ! : 


Ne j 
| T ME you have a week to spare ids with usto ^. normal economy airfare available for a one- 
(| -New York this winter. - week tour. The rest is on us, (Prices based 
| We'll fly you over on one of our 747s. Put . on 7/8- day winter group inclusive tour fares . 
you up in one of the best hotels in New York: effective Nov.1st to Dec.14th, 1972,and Jan.5th 
| 


(fi Tini. OMM 


/ Suddenly, you're somewhere else. 








—c———Á—— —Ó— 
an T : : 
l To Pan-Am; P.O. Box 100, London SW4. . ; | | 
"E E Please send me your free brochure of Pan Am's winter bargain tours 
: | 2 I to. the U. S A ; 
F I ’ oe r 
d ' PA . Name seb | 
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A good education i iso ” vantage of attracting tax relief. Among ` 


. the most t valuable investment that any- ` the most popular are .a Non-Profit ` 
-© 4, parent can buy. But the high. costs of Endowment Assurance policy, which in ^ 
-*: / gehoolfees have become an increasing p addition to life cover, guarantees repay- 
> '. burden. Because of this, . Welfare ment in case of sickness or accident, and 
.'" 7 Insurance made arrangements with the an. Investment Trust plan. which is ' 
f National Westminster Bank and pro- designed to repay the loan and give the _ 
. ^ duced asolution that would relieve the . + ‘borrower a substantial — gain - 
-'— . burden and contribute. towards that after repayment, | 
^ brighter future every parent wants fom ^| . 
his EHE | | v There are probably many - of | 
| '" . your clients who would like to know | . 
| ` The pial was a School Fees /. more about Welfare School Fees Plans — 
scheme which, from its inception, has . so if you, would like more information 
E proved to be highly successful. It enables Just contact us. 
~<: parents to borrow the full cost of fees’ .- 
and to repay the loan over ten or fifteen’ = - — WELFARE. INSURAN CE CO LTD, 
years. There are several repayment 'The Leas, Folkestone, Kent. | 
plans all of which have the added ad-. . | . Telephone: 0308 57333 


(dn association with 


Welfare Insurance Co coi OT Coin Westminster Bank i 
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following dne and PNE to the extiá- 


Inland Revenue as a 'supplement to: Booklet IRr. (1970). "The 


. changes bring the concéssions up to July. 27th; 1972, the Leute ; 
l of the e Royál Assent to the Finance Act I P | 


| 
ADDITIONS TO ‘THE LIST OF. ‘CONCESSIONS - 
A Garcessióng applicable to individuals (income. 
_ tax and surtax). .- MES ; 
' A25 Cessation of trade; profession’ or f vocation: TUNE 


. A person assessable under Schedule D on the income from a- 
trade, prpfession or: vocation may wish to draw his National - 
. Insurance retirement. pension ‘and, in order. to- qualify,, ‘may, - 
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| Extra- -Statutory ( Concessions 


NEN a 


er 


' reduce the scope of his busiriess or his hours of work; If le ‘does.’ 
' this the |business would not normally be. treated as. having ` 
ceased fo tax purposes, and accordingly the income tax assess-.- 


ment. oi 
retirement will be based on the income of the preceding’ rear 
which may be substantially greater. ‘As a result; the Schedule-D: 
, assessment on the business together with the Behedule E 
assessment on the pension may together exceed substantially. 


_ the amount of the pensioner ’s ‘income in the first yu of 
" retireme Lock os, ñ n 
Where therefore: a.person carrying on a a rales Boes or k 
educes the scope-of his business or his hours of work 
in order o qualify for a rètirement pension under. the. National. 


vocatio 


~ Insuranc Acts, the assessments ón the income of the business 
will, where this is to his advantage, be computed as if he had at 
that time discontinued his existing business and commenced;a.. 
The concession doés not apply if the income’ is’ 
reduced jotherwise than for the purpose of qualifying. for. a 
" National Insurance. retirement penso M 


T». 
^ i 


Lad 


A26! S are option and share incentive Schemes: : 
part- -time directors " 


One of the. conditions .for approval of à share option Or Liane) 
incentive scheme is that eligibility to‘ participate must':be : 


limited ito persons who are full-time directors or full-time T 


employees. of the company concerned (Paragraph 6 of Part IE of - 
Schedule|12, Finance Act 1972).In practice, à person who. works. 


_. full-time |as a director or employee of two or more companies. * 
- within algroup of parent and subsidiary or associated companies,- 
but not [for any one compaüy.in the group, "will be treated as v 


eligible t participate in a scheme which is open to directors.or 
employees. of any of the companies for which he works.. (By - 
‘associate company’ i$ meant a company on: -whose board the. - 
group is represented because of the group's '8 dicas: or. 
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Ssiduary legatee entitled to. income Fron 
held to provide a pecuniary ; legacy 


Where à testator has. -bequéathed à ‘pecuniary, legacy which is is. annuity premiums) within 


the income from the .business in the first year of. 


"f * : 
E ~ 


-This concession has been révišed to read:- 
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` Alterations and additions i in 4972. 


Es 


Te at pending: ee of the — a ae MT is entitled to . 
statutory concessions ‘have been issued “by the Board’ df° 


income from property held ‘to provide the legacy, such property, 
2 tothe amount of the pecuniary legacy) will be disregarded: - 
or the purposes of any. liability to duty under section 2 (1) (b) (i), 


- Finance Act- 894, as substituted by section 36 (2), Finance Act 
“1969, on the: oe of the residuary legatee or a successor to his - 
cis Li 


This. concession does: not apply’ to a legacy or legacies tel. 


^. amount to more, than £2, ooo in mes case A any Spe pecuniary 


legatee. "ux Nec : 


ES 


 MODIFICÁTIONS TO EXISTING CONCESSIONS 


- A10; Doctors’ and: dentists' superannuation. ; 
Contributions Es po 


m 


re 


Under. section 209, Income ‘and Corporation: ‘Taxes Act 1970, : 
contributions: required. to. be made in: pursuance of à public - 
general Act of Parliament. by the holder’ of an office or' 


employment towards the ` provision of superannuation benefits . 
may be deducted in assessing his. emoluments, Section 209 is in . 
"practice treated as extending to assessments under Schedule D 


on the prófits of a. medical or dental practitioner who is required | 


to: make- superannuation, contributions ‘in pursuatice ; of the. 
_National-Health Service Acts. Where, however, the practitioner 


also ` pays premiums . Or, contributions towards à retirement 


annuity within section 226, Income and Corporation. Taxes Act 


s 0». Relief vill be allowable within: NT 


-1970,.the deduction for his statutory contributions is restricted. ` 
Practitioners may have income tax relief on the amoünt of 
_ their NHS contributions together with relief on the aniount of : 


any. retirement annuity premium paid which is referable to their : 


non-NHS earnings. For the purpose of the latter relief: 


|) Non-NHS earnings will'be taken as the amount. of the. 
^ Schedulé D, Case II, assessment less the sum produced . 
iby multiplying the amount of the NHS contributions b the. 
“fraction 12° i -— n R oe : bca d 


! 


(i) thè normal. retirement annuity relief limit of 15 per j 
B ^ * ‘cent (or the- «higher percentages permitted to Toma 
i people): of the'non-NHS earnings; or 
.) the £r 500 ceiling. (or higher ceiling — to older 
. people) scaled. down by 1 5 per cent of the. NHS | 
(à) Any surplus af premiums e Over the limit in 1 (b) (i), but- 
within the ceiling i in (b) (ii) will be available p Say 
forward for relief in later years. ` °` >- 


- Practitioners may élect to haye, as an TO relief on the 
' amount of their NHS contributions. together with relief on any , 
retirement annuity premiums paid-up to the cost of the largest ^ 
premium on: which tax relief. was allowed for any of the three 
Ben 1969—70 to 1971-72 — but with a restriction, if^ necessary, - 
;.to keep the ‘total’. relief. (on, NHS contributions and. retirement. . 
within the pre-1971—72 limits for retire- | 


puysble to the aa at an ace not eatin 25 years, and; ment: E selef e 10, per cent. of. E i or, Si 
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A the higher linis jeden to e ud us ERE af. 
. premiums paid Over. the amount "m on this basis will not . 


` be available for’ earry-forward.. A 


BE Deficiency. payments in Fespect of. L : A 


` home-grown cereals. nt fe 
The first paragraph of this | concession has: been slightly r revised . 
-80 that the. concession: now “reads as follows: : « 


^ Deficiency. payrüents in respect. of oe cereals should 

in strictness be credited by. reference to the dates of. harvesting 
'* as-grain or, in. the.case of wheat or rye harvested before July tst, 

1971, by ‘reference to the dates when the crops were sold and 


delivered. In practice, except where. the . ‘commencing’ Or" 


‘ceasing’ provisions apply, final deficiency payments are, how--- 


` ever, allowed to bé brought into account in the farmet’s account- d 


ing year in which such payments are notified, '. 

Further, where total deficiency. payments aré : small: or ae 
they. haye been dealt with in.the accounts in such a way that ` any. 
, adjustment i in respect of such payments. would be’ unlikely. to 
-make more than a small variation in the profits, no objection i is. 
raised to the liability being. settled on the pasi of the'accourits, 


` an 





"un 


> D3 Private residence: ey anptian in relation to B 


- settled. property and property, held T persone! S u 


representatives. . ] p 
This concéssion has beon ad and now uds as follows: Í 


` Section 29 (9) of the Finance Act 1965 extends the exemption: ^ 


aos capital gains tax to gains arising on the ‘sale of private - 


; residences t to cases 3 where a trustee disposes of a house rs has. | 





"Accountant and their Clients. 2 4 


UA VICE to clients on VAT. is regarded by The Institute: ob 
Chartered Accountants in’ England‘ and Wales:as work ` 
falling within the normal ambit of professional practice and to 
which the accepted rules of professional etiquette must apply. 
It would not be permissible, for instarice, for a member of the 
“Institute: to. bé a ‘director of a company aoa a VAT.” 
Jade service. ,- - 
: Members invited. to lecture at VAT courses or seminars: are. 
i permitted fo mention the names of their firms on notes or; 
;booklets issued to.the participants, provided that.such notes.are. 
. "restricted to the subject of the lecture, and do-not describe the’ - 
services offered by. the firm. Approved management consultancy 
: organizations may also permit their VAT booklets, if so re- ` 
os: by a client such as a trade association, to'be distributed 
^to. members of that association. — m 
-Any accountant who, is’asked to représent; a client before ‘a 
VAT: tribunalis recomménded to acquaint himself first. with 
"The VAT Tribunals Rules (SI (1972) No. 1344) and to note | 
"that procedure. on a. VAT ‘appeal smay- be more exacting and . 
- formal than-that involved in an appeal against a direct tax 
: mcn VAT Dan be Read in in unless, the 
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béen ike oum Or r main residence of « an v pavidi entitléd" tol 
occupy it under the terms of a settlement; This relief.is also given.- 
in respect of a residence occupied by permission of the trustees 


of a settlement by an'individual who is entitled, under the terms 


of the'settlement, to the whole income from thé residence or- 
from its 'próceeds on sale. Relief under section 29 is also given. 
where personal representatives dispose of a house which before 
. and after the deceased’s, death has ‘been used as their only 


or iain residence by individuals who under the will or intestacy 


proceeds. of the house eithér d or for life. 


Eb. Disclaimer of rights under an English E 


.are entitled to the, whole or substantially the whole, of eet 


This concession has hitherto’ been restficted to the disclaimer of _ 


a net sum charged upon the intestate’s’ residuary estate. This- 
restriction has now been removed and: “in, its a form the: 
- concession is as follows: 2 DIE 


Where the surviving spouse ists a persón dying Dn. 
disclaims unconditionally his-or her rights under English law in. 


the. deceased's estate; estate duty is not claimed in connection 


with’ the death of the spouse although it could be claimed under , 


the | provisions of section 45 (2) of the Finance Act ron: i 


"ERRATA TO SUPPLEMENT (1971) -. ^ 


(The. decouiaed: February: 24th, 1972): A14 The titlé sf this 
'. . concession should read ‘Residence in the United . Kingdom:. 
year of commencement or, cessation. of. residence’; and in the 


' first line ofthe’ revised concession the word ‘Acts’ pneus be 


inserted after ‘Taxes’. 
C So wc 
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- Local Authorities and VAT (0 CN 
PPLICATION. of VAT to local authorities is covered i in 


Customs and Excise VAT Notice No. 749,/in a.manner .- 
whick, it Kas already been pointed out, ‘does not shrink from: ` 


splitting the finest of hairs’. 

Seryices must. be for a ‘considération’ and, under the terms 
af Notice 749, local. authority: rates are not regardéd- as.a con- 
sideration. -: 
. authority‘ associations and the IMTA, taken in' conjunction 


"with Notice 749, suggests that ‘the following local Re 
"gupplies' will attract VAT: | 


Activities not exempt.or zero-rated and for which a stel 18 
“made, èg., caterin 
entertainments, par uL games or deck- chairs; - 

Sales of materials, work or.refuse; 


te Repair and maintenance of commercial property, büt riot of S | 


‘dwelling houses; E 
Sins services by police or fire brigades to private employers; 
ransport of goods within the UK... 


he report of a joint working party of the local" 


maintenance. of ' graves, charges for 


i "tribunal, on e etos of a party to ats proged other- SA 
wise, directs. Ve ‘may be awarded; and ; are recoverable as a 
Ju civil debt. . | E 


Commenting on, the, provisións óf this Aotice, the Local oe 


^ Government Chronicle draws attention .to the anomaly that - 
charges fór grave maintenance.or entries in books of remem- 


` brance. will attract VAT; whereas Duas and cremation ofthe | 


; dead are exempt. x PD ^ 


Local authorities, it is stated, will: not Be required to- apportion 
VAT. inputs between taxable arid, exempt activities where the 
tax attributable to exempt.supplies, is an ‘insignificant’ part of 


the total — defined as less-than {100 & month or less than.5 per. .. : 
Secun of me total tax nee er on supplies to UME o e 
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Property Potential of Hay’ s Wharf 


| No 
$ 


Su have long since céased: to tié up át the de ‘of 
Hay’s Wharf in the Pool of London, but the company is 
still patiently waiting. for. its property - ship to.come home. To. 
the West|of London Bridge on the South Bank of the Thames, ` 


. and mote substantially to the East of the Bridge, the Hay’s . 


Wharf company . owns wharves and warehouses now disused 
and due for devélopment. But development, wheels grind 
exceedin slow and an accounting problem in Hay's Wharf 
is the. valuation of these various lumps of properties. ° 

In Tobley Street; which edges the South Bank of the ‘Thames’ 
17 acres of | property are awaiting permission, for ‘change of user’. 

he company’s view is that until such pérmission is received, a 
- valuation|of the property would be hypothetical and subject to^ 
qualification. At present'it is in the books at a cost of about {2 
million and‘includes buildings which will-continue to be used 
for commercial purposes over the next few years.  . 

Mr DÀ id Burnett, the Hay' s Wharf chairman, reports "hat: 
in the pad t year ‘regular meetings of a working party consisting’ 
of perso representing Hay’s Wharf, its developers and- the’ 
London' Borough of Southwark have been held and progress 






l 
d 


has beer made towards finding solutions to the complex plan- - 


nin bei lems. Southwark's draft strategy plan was published .. 
971 and.Hay's Wharf development Proposals for the 
Tooley im area the following October. 


n 7 


v “ 
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on 
t 


Hibern 


"Those: 
Bridge 


scheme 


d who are nearing the end of their years of mindfùlly... 


"| 


a 
advising Molen s meri how to rebuild it, will before long have : 


a new jo on their hands. Hay’s Wharf received planning per- - 


mission | last November for the redevelopment of Hibernia 
Chambers — that foursquare, early Victorian edifice which. 
guards the western side of the southern approach to the bridge- 
and which even the minimally observant know was constructed 
-~in 1850. 

This b iilding i is to be preserved and refurbished (the latter not . 


‘a month tbo soon) and some of the derelict warehouses immedi- ~: 


ately to © west ofit demolished to.make room for an extension. 
‘This scheme; which includes a new City livery hall, will.be 
related to a precinct for Southwark Cathedral as ‘part of a- 
redevelopment -of the whole of the Cathedral site ee wil 
open up tthe Cathedral to view: 
Hay's 
buta premium of £2 million has been received in respect of the ' 
Hl of the-site to be granted to the. company. Hibernia" 
was reválued-in 1970 and-the company's remaining | 
the building, after.the receipt of the premium men- ` 
tioned, wi be revalued when the a oer Quod 
edral site is agreed. ^ ^. : 
irman reports that: up-to- -date estimates. of - revenue’ 
hole Tooley Street “estate, including revenue from’ 
t| properties and benefits from the sale of leases of - 
oes hambers and another wharf site, have -been made. 
£4 million a year 
- On the b 
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is of. these estimates it appears, ee conahle to expéct,. 
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's.site at this point. EN to about half an » acre, : 


t 


4 


a benefit to the company of the on of £4. million per annum, . 
as forecast two years ago’. But planning. policies ‘can change, 


‘and in the absence of an agreed plan for the whole area, estimates - 
_ of benefits must remain hypothetical. ^ - 


Meanwhile, Hay's Wharf carries on with its business Gader 


, three other main headings — port work, storage and transport and 


marine services. During- the-past year ‘the decline in the volume ' 
of business on offer to public wharfingers continued at an 


accelerated rate and à number’of firms of London wharfingers 


and liglitermen went out of business. In future years, in fact, 
: Hay’s Wharf will not show separate port work figures but will 
put them with storage and transport. 


There the company suffered from continuous blacking and zo 


| picketing imposed, against the advice of the unions concerned, ` 


for almost the whole of the second half.of the year in an attempt. 
"to intimidate the company, by blacking its customers’ mer- ` 


chandise, into submitting to the employment, of registered dock 
workers at.the depots concerned. | 


4 


Dominating holdings. 


The, depots are at Dagenham and , concern temperature- 


‘controlled storage of merchandise — mostly foodstuffs — and’ 


packaging for the motor industry, plus specialized warehousing 


and distribution. The picketing was by dockers, none of whom . : 


were employed by either the Hay’s Wharf subsidiaries or any s 


other group company: The situation has since improved. 
ders of The: Aoctumtost: who daily cross Vondone: pe 


From the following breakdown ‘of profits it will be seen that 
storage and transport is Hay’ s Wharf major profit earner. 














Activity a 1971-72 . I970—71I. 
CN - 7 f 000 Á 000 
"Port work’ P 119 i 196 ^ 

f Storage and transport RR ' ‘1,289 “aaa. 
Marine services — T 267 431 
"^ Realestate; — .5 0.2 ek ee |. 88o . 455 - 
: E | 2,248 2,504. 

; Hs | (489) (471) 
^ Managemént chargés (214) | (262): 
| E | £1,545 — £1,771~ 


Storage and "— covers a wide field both geogriphically 


and in materials concerned. This side of the group is being 


vigorously developed but there is little prospect that the for- 
,ierly prosperous businesses at Dagenham will be able to make 
any significant contribution. to profits this year. Albeit, Mr 
Burnett looks to.the year's results ‘with some confidence’, à 
Apart from: Dagenham, trading returns- are ‘encouraging’ and 
the £4-1 million of capital expenditure in 1971 — which followed 
£2:9 million in 1972.— should bring benefits. . 
. In investment terms, however, Hay's Wharf remains a ‘situa- 
tion’, Dominating the company’s equity are London: Merchant 


v. Securitiés and Lazard Brothers & Co, who were jointly inter- 


' ested in 3,241,012 ordinary shares at December 27th last, with 


ful completion of Fthe development or the whole area, 


: London Merchant Securities interested i ina further 7,392 shares 6 
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through LMS Industrial Biman: 
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ing — even timing ‘by sheer’ coincidence: 
- Lloyds & Bolsa’ International’ Bank’s accounts for-1971272 
"were issued on- the same, day ds ás the ASSC recommendations. on: 
: inflation. accounting. The accounts are prepared on the tradi 
Bonal historical“ ċost basis but the report alšo*indicates ‘trie’ 
figures after making; allowance for inflation. "This, "it hás:to.be: 
, admitted, was not a. new innovation. for: ‘Lloyds’ & Bolsa: this 
year: 
It was. anceoduged fast. year, 5 with ihe! armas stating: dau 
= "during the period covered. many currencies lost value in terms’ 


of sterling, and others, fewer in number, appreciated; these |. ` 
Currency factors were provided for in the accounts. But the fall.|- .: 
in: thé purchasing. power of sterling had: not’ been .tákeninto © 
account: It was felt that the effect of inflation merited examina- : 
tion in two respects; the retention- of sufficient profits‘to main-:. 
“tain the true worth of shareholders’ investment. and that whereas. 
“the fall in the sterling value of furtdà invested overseas may be a~ 
. good charge for United Kingdorü- tax purposes, no deduction is. 
allowed in- respect of the falli in the internal purchasing’ power: of j| 
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Parliament and ‘calculated on the paper profits’: i35 
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„Property, appreciation k a 2 ge WEE. 
E dos the traditional accounting ‘basis Lloyds & Bolsa’s pre-tax 


_ "profits were £16-18' million, with the tax. ‘Charge at £514 


; million. But.it is. calculated that: the amount to,be deducted as 
“necessary to allow-for the effects of inflation. resulting from the 
"diminution in: value. of Hie excess of po assets, over: 


* ^s 


Ya TM MC toe T ` 2 ; T x; 
t a 1 y wre 1 i "MD ‘ 3 ` t 
ta t . 


` 
e 









“CONSOLIDATED. PROFIT & LOSS ACCOUNT 





| THE PROPRIETORS OF HÀY's WHARF, u 


“INVESTMENTS 0020 0 0 Ss 


: ., Ordinary Dividends (1971—final only) | 


ling. . | 
This results in: the tax ipe: in aoh tó real: ‘profits being.’ 
“Nery. „much ‘higher, ‘in percentage terms, than that did E 





THE. PROPRIETORS OF HAY'S WHARF, LIMITED & SUBSIDIARY COMPANIES OE eg ae 
| | CONSOLIDATED. BALANCE SHEET. Hh des 


MITED `; 


n * T n Eid: + el oF Kt E. or Mos 
BALANCE. SHEET ee ce QA 
at 30th h september; 1972: p MEE i EE. 
FIXED ASSETS ` NR EN 
-SUBSIDIARY - - COMPANIES Ps 


‘CURRENT ASSETS ' €" n 


- Stock and: Work In Progress ., de 
Debtors‘ A EA vut Ss 
= Sank Balarices and Cash p NE i 
ae eee a j 
; oes ME ov 
"ES 
CURRENT: ‘LIABILITIES : a `, 
' Bills Payable within one year. "ES 
' Creditors , n 
| Bank Overdraft ` i. C RE T 


wit > 





+t + 


24,143 ` 


e eb 
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Share Capital ZINC so. 12,3332 7 7 








, Reserves. . m 5 45; ... 6509. ^ 7692. ` 
ADM oe eS 19,875 ^ 10 20024 > 


LOAN CAPITAL -. 62, = AM m 
BILLS PAYABLE ` PE po ' 
TAXATION, EQUALISATION, 


PROVISIONS ` 














& 2 T i 
TEE a FILTRE ea E ~ i= 94274::. ^ 24143 
Ls D at i i a Fx D iğ E 
LL 1 SOE UR ette rs E "f i + ~ 
g ESSE DAVID: H. ‘BURNETT : MESS X or i 
uq Directas ; -. : 
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í Year ended 30th. ‘September, 1972 T. oe | at, 30th September, 1972 E cu S ee 
F V it E d A = $ d ia x ta t t. m ge ni n 
DE Ww E | p eS OP BO ss E ROMS E Fee 
' “GROUP TRADING. PROAT 1,283: 4,529 7 7 | | HXED ASSETS" | 0.5, o s 
Pad. Oase oe | GOODWILL DT 0 > vue 
"Share of Profit of Associated Companies 5 MUI p 4, EN 16 T di INVESTMENTS. : B ‘ ^d : 
' PROAT BEFORE TAXATION , AE EL. d 71,545 CURRENT-ASSETS: 7 267 
"az ta 9 a ee E tee Fe Stock and Wark In Progress E l 
Texatlon . ^ R . zu Bi de 5 — 5 533 .Debtors- ` 5, ; 
' -PROFIT AFTER TAXATION A n A Bank Balancesand.Gush 5 D e 
s Miri nares m evan, attrlbircible "T E TT , HER NOTI ULL S 
. ae thereto ` . . TX CM "e 
i PRORT before exersordiony tems a See Re re ae Nr op > 
a x PAP A . Bills Payable: ‘within one year ` r x 
MC " Extraordinary: items— . . E AN e «boo Creditors /' , S rre Gd a nd 
. | Profits, jess Losses ` ee 6 uw. Ms Bank Overdrafts ^ du m 
2 ‘Provision for Improved — benefits AER PE oq Twation = / M. 
E T relating to past service eo 19  Á 300, Ordiriary Dividends UTI ral oni) 
Lem: Transfer from Reserve s NN + 15... 300 b x E 
T ad i. ` i ! i P DT An | : T. i ý ` f a ia - r us 1 i A 2 2 H 
Wer SURPLUS attributable to The e Proprietor. ae re : i 
- of Hay's Wharf, Limited ° WU a CAPITAL-AND. RESERVES”) SALE xu 
TE ee E ` Share Cap! M T 
T GROSS DIVIDENDS ` M RE REM quc ea des 
1.’ 0 619 Cumulative Preference Shares for year, - a : Sos 
i E ended 30th June, 1972 s X te 
ww May ees éi% x uL = _ INTERESTS OF MINORITY. SHAREHOLDERS. 870 dein 
=ï t 4 ay, E 5 - 1 M is i . 
2d 4 po Pu uL P. M | LOAN ‘CAPITAL SOR [0,167 5419-7, 4701 *. 
E ` Okdinary.Shares— : "I NP CR Rc -| - BILLS PAYABLE E "i117. 238, ..- 434. 
ES Interim. of 24% on 11,367,875 Sh P ae ag ul l DEP M CES CR. 
n B URS mum a y TAXATION EQUALISATION. 2048-7 $94 EO [48 . 
Mitac sce ` CORPORATIO 1st October; 20.0 TB: 
B d Final pec P ua Shares, 7 0n EIN d i Ter "amb MC ae 
hac xd vx iM QE NS ‘PROVISIONS : - Re 7.19.7 nméQVV se 
m HS , i ur XE re meld 
“TRANSFERRED TO GENERAL RESERVE ` "8 > aec. eg 2S 5233 7,0 5 27507; 7 
T -EePnings per Share (basèd on profit, before, _ P E we 3: ^ v. o DAVID H. BURNETT a2 LX. A ' 
-54 . extraordin oe Svallabio to Ordiriary " o E PE T Directors i dx 
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Janar 25th, 1973, Dep s EE DE. ACCOUNTANT’ 
“ee INVESTIGATION BUREAU 
n -LIMITED 


i | 


“Criminal: and Commercial Investigations ` | p Property e$ Owners 
Cases of Conspiracy and. Fraud. Internal. Thefts ` d. -Building Society 





-.afid Extensive Pilfering. Corruption and Lee 
. of| Commercial Information.. Surveillance: and-. 9 m ; | | | E 
. Undercover assignments. | ‘Character » and ante- ~ "nr B MNT NE d Tox 
cedents of individuals and bona fides of business - DEMQUE d oos i 

: concerns. Financial Investigations and. enquiries * 
into matters arising from. Bankruptcy. and Com:- . 
pahy Liquidation proceedings. Specialist Security: | 
Services. including Security ‘Surveys covering ~ 
Computer Operations and, confidential: Data. 

. Control: Procedures. Counter. Industrial: RE T 
piii 3 3 


CHANCERY. HOUSE 
5364 CHANCERY LANE `. 


p cu a a FROM Ist JAN. 1973. i 
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is Bureau does not ‘undertake - ‘enquiries’ d 
n connection with- matrimonial matters or : Eu 
industrial ene | E e 
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Zu. Equal to 9.39% taxed. ] "S 





4 d 'atthe current rate. ` 

in Great Britain x o5 

d A n pith income tax paid, To. E e | 

For Businesses and Professions: oe. d Equaltorr.43% taxed | |. ^ ^ — o 
- kc e “atthe current raté. > " : 


| S. A. Wheatcroft, MA, JP. EBIM. 
J; Philip: Lawton, M.A., LLM: 
K. S. Cátmichael, F.CA,, PTL: 
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^5" Prompt withdrawals — no . AE 
1. ~ "fixed term’ restrictions Por ues 
A Trustee Investment 2 "c 


- Assets exceed £33,004,000 = 








day- -to o-day rünning of the accounting and administrative : ` f> PNE EP D ^pIRECTORS:- ` 22 
routines required to provide for the correct payment to. "uL ; S Rt. Hon. Ton Ogmore, P. C., T.D. (Chairman); pe 3 
Customs and Excise of Value Added Tax. For them, and "/]| i e I. Hamilton; P.R.I. C.S., F.A.L, P.I. Arb. (Deputy Chairman); 
.for|óther professional men who have to advisé on 'the : .,.] |. av . K. G: Gale, F.Arb. A.V. —— 


n K "Rt; Hon. The Earl of Kinnoull, F.R:1,C.8,; - 


etfécts of this tax, there are, in addition to a lucid exposition "^ ' Sir Tan A. ‘Mactaggart, Br; Rt. Hon. Lord M. 


‘of the new tax, fifteen chapters dealing with. the effect of j 





: dl IRF. Rudoéf. . 
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; l 1- "Property Owners Building Sere 4 Cavendish Place, . 


za London WIM a ug . Phone 01-637 3041 
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` Time Assurance double the OS bonus on their u 
Personal Pension Bonds. =: ^. em i = 


HIN 
Mox 


Tis ime TRUM Sóclety announce an increase ~ 
in bonus on their Personal. Pension. Bond&- | ^o. 
-As a result of the latest actuarial: valuation, the 


: è corisidered good by those who.know about personal '- 


~- vesting bonus i it increased from £19/: per annum to aos 


^ £297 perannum of the basic pension. This méans that. 
in projecting the estimated total pension at pension pn 
_ age we can now add a: total of 5% to the-basic pension’ 
` for each year up to: pension’ age (interim bonus of 3% — 
` - per annum plus vesting bonus of 2% per annum). The | 


-~ interim bonus also continues to be. added after the.^ `.: 
„Pension has commienced. im lp Ao EE. 


"Amount of ‘pension (to narest t E) for mei retiring at 65 - 

z^ paying a premium of £100'a year from différent ages of- - 

` 'entry Including interim bonus of £35 perannum andan. 'L 
^t additional vesting bonus of £276 per annum. r 


É Increasing mi] l 


--by interim bonus 


additions to produce a | ` 


P Can igtion at - 
pension aga ’--. 





"Total Pension of: 


Adjusted. IF - 
-z Total 


If you select age: 65-as your retirement age then the figure-s shown in colemn 3 Is 
the pansioa which will commence on your 85th birthday. Columns 4 and & show’ 
| the effect of-boous additions after your pónsion has commaaced. The figuras in. 
tha firal 2 columns show the tax-free lump sum and revised brin. pansion 


^ 


_ 


r ^ : : E D ' s 
- . . 
` . 
* á > p tr 
= à 
ONE SEE A OL INR, E ORE FE 
- 5 
za 


o A DATE ESTABLISHED. 


ai 


S - E 


fime nis Society rates B always bee. 


pensions; this:latest bonus increase improyes them `° A 
still further and of course it also i incredses the tax free mo 
gash sum available at retirement. p 


-Eor example a man aged 40r dest «t birthday; pay eer, 
ing an'annual.contribution of £300 cari now expect” 7. 0 s 
8. starting pension atage.65 of £3,008 per annum (an: ie P. A 
increase of:£340 per annum) or hecouldtakeatax- -° l-r." 


free cash sum of £6,698 (an extra £758). and’ a pension. A» PT 


` of £2,233 per annum for life: Peas E aoe ee ee 


“So do your self-employed clients a P DUE by ; 23 s 
! giving them a quotation for a Time Assurance Pension ; l 
Bond. : -4 EO A 


- Send the coupon below fór complete, agency 


“a 


mwm cd 


^on, Yowl be dóihg youria favour too; our: i i Rer 
p 'cormissiofi rates are realistic and take account, of the.’ E CE 
cost of your service. |j tec Sea 


~J. 56 Moorgate, London; EC2: Tel. 01-628. 7546/1... " 


FL 
ae 
pm ‘ 


E ; 


details and a full set of rates for men and: women at B 
o allages. EMT " t E 2. EE 


E TO: TIME ASSURANCE SOCIETY. 


pense Office: 12A Piccadilly, - Manchester 1. " 
Telephone: 061-824 7299,061-624 8955. "E ug ies 


Scottish Office: 6 York Place Edinburgh 1: “Tel: 031- 556 3895" 


Pléase register me/us.as Agent(s) of Time Assurance Society,’ 
and send.a supply er Pension Bond literature, 
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Papers, ge Lat ee 25. ACCOUNTANT. c - 4, % 
liabilities is 4-6 milli a n a 2 ere 2*- 1 T LE 115. 
eer on, the calculation being ^1 EAE ELLEN E s ; 
1 pounders. ee 0o em x made pn thE, EECH . agge | ga 

e ‘true’ TE : EUR re re onc. Ar lu E Amis ois] Ss 
E qeampisena | — Hio guo 55 UP OD 
OF $5 on looks a far more onerous proposi: STEN p Et | 325 
tion. In thé inflation calculati aa cM SIME E : -" aes 

EM SN f ations, fixed assets and trade ii l TH -E-A Ea ' D e as 
ee Mer iit ek thes lara pest iE. BB OR"RT[S ies 
aine eir sterling value. It is also pointe e e mam- j TuDuR, No e & "B c 
P ; : pointed out that appreciation eae. Egu ORN | ES 
in property; values. has the effect: of off-settin n ciation E a3 3 ' Pas EL. LEE 
estimated loss" of £4°6 million. — ing considerably the © ELE SN $5 xI 3.2 
There, b course, is mu h of he i nes ANN EESE i yee g` H $E 
menthe urse, Is much of the inflation accounting argu-. - Biogas SRS Í E et: 
epa bs ier sie ru vidus tie gibt A BEBO i Po. — 0 EE 
nia e other. some ma d, i : “CERES $993 S - - Fay 
best of vehicles for inflati JUN y contend, is not the- | : EAE: "2893 l E 
SL CN ation accountin 1 ; wr Og ‘a Sa : E. : : q 
dcs E A pe g since a bank to a degre Secoas $a 2. EI 
ons n ahd with inflation. But the Lloyds & Bolsa inflation FEH A 3428 | $ 3 Fa HI 
counting profit of £11-58 million against a conventional profit |- 311:1i ETE TE E ; $3 
of £16-18, million, and the attendant tax charge of nn v 358385 MaE ao s : $35. 
ullion, are figures to feed the accounting debate. > > i z KH eye 0D d P ER 
f ee nd 2285235 $599 3 #4 $ 
4 I "n. - : Ea Cu "mi T , Speke “BESS e U Es 2. 
uu assets 2 : Pure i nie eke a: = . E XE . $zia . 8 3 * iz 
The debate is in fact i : "rm me T Seren = 9857 2% s52 g s &5 1C Svye 
| fact included in the Lloyds & Bolsa | R^ sU0..ES $297 $ $82 "EIS 
A s K : v olsa ; oO ; P Yosser Eur cow 9 ov 
Neid it is reper that inflation i E is dieti qU = HEJ Ht a. E $ 28 3 
important in the case of:a bank where E . o4 Dao 585v. ’ £9 "ax M Y 
; ! a considerable pro = @ yig E C ‘Lag 6 (Se. mr & ds 
of sharehol ers! funds 18 in + 60 y. ep portion "ecu E i. H . $964 ‘ U e Sg í 
- 191 » vested in mon » P m Nue Ao. E E 2>» : kog Y & 3 o v 
loans which cam onl ia moneary"ames much & ^ a c Bill — i 1i BD im 
| y be redeemed for pre-determined sum BÉ 5g sRUSES 4 'wá25 & 15 §- ? S 
money and| whose ‘realizable val i. rmined sums of | Q $.z S88 3> Faces v.i. i. RIS 
. r ` TE di: Sp iue does. not, in consequ 4 "73 c. X or 53 < oy e a 95 Ig M 5-9 
toS mpensate for the declining value of the o | Boa E SE : EC OI T E 34. woe Ẹ | 

n the Operating side that is one influence of infatiod: on the ^2 S Bin 9 gi. s Ey 3, g ^B 
assets side the directors' report-records that thé group's en ue S x 25355 5 Q £38 95 ok $ 28 E g à RES 
is uen Ds basis of valüationg made as at September 3oth, ` * 7 A zee * si St dE i8 3 s EL 

2, Which ave given rise to an additi al E s : h, 1a go as 3° 9 ; GG $952 = 5 3 él 
du nan E IET Sio Seeder E36 Po HI 

0,329,000. some '£6,306,0 : l ~ e. SZ95ee$.- 'Qs$5s9g x 3 m 9 
Victoria Street premises", T 306,000 relates to the Queen : Fo g of55589. .. < ESSER. P e » 4. E E HEE 
ses’. ose premises are the:Lloyds & LÉ oo „HEG 
Bolsa headquarters in the City. EE E E d MEA x = E Re | 
E x Eo end ‘loss’ on monetary assets brings no tax relief. ` ut E | - 
, e ationary , : . ; IAE SO. - i 
realizable. -} | ' l purum prop ji ains y ONIS a ai 24 FU 
r4, S $ H * Š Z 13 2 | BAS FRRT RR**X H 28 
, r „l raso r 5 l ] l , A A * E S i ` p " os . fi i = f 5 J 
iie Mota Conglomerate . =. SS Q . ES BÉ no gjeja x $$ Sà 

: i "E ' po oue : i » . Avo d. ow v E gye of: 

JERE 1 another chairman wary of having his compan | |J. S. d Y E ue | ee Fe 
. | dubbed a ‘conglo > Hei Mr. apany "T gl ^ ; p85 - 
M Dim Gs glomerate’. He is Mr Frank Ford; chairman | ; uw 3b OF " X cy Pi 
ranleigh Group, which has survived many vicissitudes t dan I $$ EL Say ^3R- SARTA $2 ae. 
become a group composed of Dupl lida: o0."O PF St neg | d sg 
original Cr RE aposed of Dup e, the coachbuilders, and the . | | S5 gB 7 i 32 28. 
original Chale organization's engineering division The year B p Sp RE SSS JE T 
a ugust produced profits of £910 ea : $$ $e 
ib. ‘ p 0 £910 of which: .Q 9 wa. zé- 25 
b qu oup provided £785,888 — a figure de Eod aE | " i gE s 
eu gher but for strike troubles in:the final month of the UU = "ET P :*8 2 
Mr Fora tells. shareholders: ‘We are anxious not to develop | 9 O 26. ' 5 CO Ag ee: 
2 a conglomerate with interests in all kinds of different. o 7,23 - oi Se E 
bee ustries b ause in the first place we are determi ed t udi Mese l So Bh Ss 
within igti : n to expand n. ve = i 34 c.n 
actively selki existing fields .of business. In addition, we are- ].u i i5 É s S | 6 22 
=f . seeking acquisitions com eee Fe He ja tt 4 X. gf ($$ i$. 
MOLDE E PÈT A 
group a Heine” e ; e an even bigger Ager H l um E l | 82 25 
- >: : $ , . s S antes - Ay L 
ps entary’ is, a word that is being used loosely in ~ 39 0 g. i 8 | ge it 
industry. lt! is in danger of being applied to companies and i" 51 a cR x ch Ma Sue d$, AE 
xU which do not necessarily complement one another but | BOR PE I 55 $0 gs H F 
. A š : kein E zx f wt - To €- = 
MeL ji, fact totally different and wilremainso. ' : 15. $. 2d 34 i Hog PB age See 
> ne epee division in-the Cranleigh’ group there aic x" Ea 5E S te 1i s of E 5 | n 5 E 23 HER. air 
interests 1m) precision moulding of reinforced lastics, . ^om; Qa ES 333 g SER s a ZD. SES ES 
twistin 1 T. b . apu P tics, yarn Nr Bos >? lo. Tow Y 5 £ - 2 ET © ot t? 

Ang $ winding machinery, braiding. machin = Se **$19288:$ ^ 5 HE: ate yo pos 925 ES 
medium to) heavy engineerin adadi B Ina CINE and also , Es. ORs TETERE $ 235 EEQ gef ces 275 
specialized [reconditioning of LM manufacture and 07 T B8 etait fo sii vee (bees T FEFE 

E OE K m EUR 2. : 2 ib Leo ü -H ct 
"That, coupled with the Duple activities, » gif EBHEEBASDE i Qip bcs papig Ikk gi 
j f vit, é pie’ activities, should provide- rAd niggaz eek ED GSE $98 £9 SES ESA Sox 
plenty of scope for'complementary development, although how | Def STR ostr. Jé HE poe PRSTE gog ass 
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market inevitably lost confidence on:the introduction’ of 


"Phase Two and the attendant . stern anti- inflation action. , 

` The stock-market also lookéd ahead to Phase Three and lost: 

_ further confidence — at least it lost. equity-confidence. > . ^ 
-That is hardly-à sign of any great degree of trust put in thie 


ee J "ability of British industry to earn profits in, a relatively slow : 


` -inflationary period. ‘To-sell shares wholesale: now.is surely to 

-takea view that because Government is attempting to control 

"inflation there can be no growth whatever in industrial earnings. 
- Büt that, of course, is the way of a stock-market which at tirnes 


TA 


-of change deals i in either- the black or the white of it and is no. 


"respecter “of grey — and for a time'ceases to acknowledge that 
; grey-can even: ‘exist. It is only when the black has been dealt in to 
- -its inkiest-that the market deigns to pebudodue that there can 
“be such à thing as grey. l 

` It is then that. the market: e ae special situations" and 
overlooked” shares or the’ ‘overdepressed’, This discovery ;pro- 
"cess máy take longer than-üsuál under the.new set of conditions 
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but it is an' industry that has pointed’ investors MT the . 
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"imposed by Phase Two, and particularly if the SPINA of 


1 Phase Two Bings other factors into play. , P QM 
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J ENÉFICIARIÉS Bon "Be investment yee of Phase Two E 


will include the buildirig societies who invariably. beriefit 
_ from a bout,of nervousness and ‘falling: prices in: the: equity 
market. There: should also be an even stronger investnient 


.- movement towards insurance bonds and managed bonds, even: 


; though , the equity’ market.is part and parcel of the internal 

investment operation of both. When the stock-market itself: is 
under a cloud; investors can convincé themselves of the rainbow 
: "provided: by ‘investment management’... This investment area, 
‘becoming known as ‘wéek-end finance’ because of the crowding 
of advertising into the Saturday and Sunday family finance and 
, business sections of the press, is still a relatively: new adist 
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Holy Grail of 'safety, growth and income’. Put that in one - 
package and the" investment money rolls-i iny „Phase Two or no^ 
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| ATIONAL "WESTMINSTER. BÀN K has. AR thats 
taking a view or interest rates rather than simply following 


the. leader is possible and is not necessarily ruinous under the — 
changed banking control system. When early in the New Year: . 


most. banks under the lead. of Barclays’and following the lifting: 


of the Bank of England minimum lending rate to 9 per cent on - 
‘December 22nd put ‘their base rates up à full- point, National 


Westminster took the view that 9 per:cent Bank rate would 


^not, last for long and only lifted ‘the Natwest base rate. by 


January ak 1973 ji 


, 


thrée-quarters of a point: Minimum lending rate has now d 


come’ down to’ 8} per cent, which Jproves Natwest’ 5 jun. — 
PIRODER for how tong i is another. matter., 


gd s es ^ “4 


VN t " , ` r 1 iN 
- b * v ^ ` > 
à i . 


(* E e +.. 


& + 


PROTEST on onone, hahd and relief-on the oder) is. ivao | 
the reaction when a bitterly-waged takeover battle is stopped / 


by the referee in the shape of a reference.to,the. Monopolies 
Commission. '"l'armac's : directors * naturally. ‘protested and 


^ Wolseley-Hughes' directors tried to. disguise their relief on the 


reference of the Tarmac- Wolseley-Hughes | affair to the: 

- Commission under the £5 million rule. : Mi 
‘The battle was. getting to'a point where it seared that 3 

Tarmaé, if they wanted to win, would: have to raise their bid - 


considerably. Onlookers were waiting to see what would happen 


. then. They are now never likely to know since no bid ‘situation. 
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put to the Commission has ever ‘come out. with ‘both sides - 
given the signal to stárt battle-all over again. Wolseley-Hughes . 


no' Bona me that they will. not break that REEDS 
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By p W. de Vol, BA. (Oxon.), Solicitor, MORBUM: one of . - 4 n | | | E D 
H:M. Inspectors of Taxes. Consultant Editor: D. J. Willson, .' c Ae : 
C.B.E., T.D., formerly the Solicitor for tha Customs and. | JUS 


Excise. Managing Editor: J. Jeffrey- Cook, F.C.A., F; e LS., 
FTL. > 


Subscribers to this work receive a binder E EN to 
hold up to 1,000 pages; a commentary on VAT, running . 
to: 78 pages; all relevant legislation to date; and regular. 
monthly servicing covering all future developments. The: 
whole of the work is loose-leaf, so that material may be . 
added at any time and pages discarded as soon aè they ` 
are! superseded. The’ subscription includes all service 
mae up to March 31st, 1973, 


£8- 50 net. Post free. = 406 51460 7° 


Morcom’s Estate M | 
Saving and Capital . | 


ains Tax. 
i E 

Fifti Edition 1972. By J. Brian Morcom, MA. (Oxon.), 

"Ban 'ster. E 

The aim of this book is to assist fis individual’s E 

advisers in a consideration of his revenue position as a 
whole, and to mitigate his commitments under the various - 

tax headings in the particular circumstances of each case. B 

This new edition includes coverage of the Finance -Acts “¥ 

1971 and 1972, the extension of the payment of death: 

duty by instalments, and the anouton of the charge . to 

capital gains tax on death. . 
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Sergeant on stamp Duties . | 
and Companies. = — 1| 
Capital Duty = === | 


l Sixth Edition 1972. Edited by B. J. Sims, LL.B., Solicitor, 


and E. M..E. Sims, Solicitor. Consultant Editor: A. K. 


Tavará, LL.B.,. Solicitor, an Assistant Solicitor of nagd. 
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| «Central heating 
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Recognised aa wie piis leading authorities. in ite field, :- * Carpeting throughout « Litt 
this work includes the text of the Stamp Act 1891, which ^ WN- a ° Mainly: clear office space | 
till the basis for the present law, as well as the relevant — | M UE OK Penih flat 
provisions of all succeeding Stamp Acts and Finance | k * Director's suite * Penthouse tiat 
Acts. This new edition gives greater prominence to com- d i i - ic g 


pany matters, especially Companies Capital. Duty — an! ` f 3 
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iccounting for Inflation - 


Sm, ~ 
discussion paper [The Accountant, September 2nd, 1971], ED8 
has made a truly Athena-like appearance; it is a remarkable 
exposé of the miracle of accounting ao 7 


In my youth I resolved that, as ‘the pier always Taughs at 
r', hope of impecunious, youth must subsist in borrow- . 
ing mor and buying tangibles; and its validity has since been" 





, his. credi 


exemp. in the growth of building societies and. hire- 


purchase! companies, in the financing of 29. of the "FT30*; and 


in the go den rule of Jim Slater i in reaping the ‘supér-profits of - 
inflation’ 


By what scholasticism the ASSC ‘demonstrates’ that a com- 
| pany implementing that maxim makes an. inflationary loss will 


be a source of wonder to generations‘of accountants yet unborn. 
_ To those unfamiliar with the semantics of the ASSC, let me 
' provide: 3 clue: it.is an epic of make-believe, a pretence ‘that the 


, 1200-year-old £ sterling is no longer the currency of British... 


' commerce, but has been replaced by'a hypothetic mystical 


currency unit of immortal constancy — the 'CPP f". Before 
_ spending|their £s companies must first pretend that'they have 
made a foreign-exchange-like’ conversion: into the: magical 


‘CPP £s 


No wonder that Michael Blanden (Financial Tin imes; Jamiary it 
"figures adjusted ona ~ 


t 


general ‘price - index have no direct relevance to the actual ` 


Beware. of the DoTI 


17th), was puzzled by the document: 


experien e of any individual company’, as he wrote on pagë 15; 
In his introduction (and this time ‘throughout. the dócument) : 
Sir Ronald Leach eschewed mention of the basic, tax objective, 
but was seemingly more forthright at the press conference; 


` thereafter, Mr Blanden wrote a second — more understanding — 
_ article o the back page (January 17th, page 38). i 
ible reason is given for rejecting my I957- basis of 


No sé 
suppleme tary statements, wherein tangibles are stated on-a 


-current value basis (The Accountant, December 2nd, 1971). My - 


guess is that the cardinal defect of such a basis 1 is that it would ` 
reveal — - rather than conceal — inflationary, profit: : 

The host interesting comment I have read was | that of Mr 
Don Carroll, chairman of Lloyds & Bolsa: ‘out of pre-tax profits - 





of £16, 178, ooo, the bank would'need to set £4,600,000 aside to. 






allow fon the drop in.value of the ie (Daily Mail, January rth.) 
' Banks si rate, in excelsis, my maxim, and do rather well out of 
inflation] witness the FT Index (January roth): NN 
2 e mE l \ Fan. 18 Last year - 
All share index " 21333 . .20498,' 
Banks EM ;258: 98. 192: a7 ` 
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"appréciation en d matter; at the: Sixth Berat Congress | 


- on Accounting (London 1952): ‘the plea is for tax concessions 
_. for those who. benefited, from inflation at the expense - presum- 


ably = of its ‘victims’. I would now delete“ presumably’, as EDS is. 
- written in.defence of the £14 billion annual subsidy of company 
. dividends from personal taxation. . 

- Alas, thé ASSC — and seemingly, the Council - disregard how , 


the independence of the Institute is thereby jeopardized. A 


‘mandatory standard’ based on ED8 could not long endure and . 
< must, inevitably, be replaced by: -something more sensible. Once 
“the ASSC has done its main job — the destruction of Recom- 


. mendation XV [The Accountant, May 31st, 1952], adopted by 


the 1955.Royal Commission on Taxation — the CBI Committee 
. (whereon the Council is gracefully accorded two seats) is likely 


- to find an alternative solution; and a chastened Council will have 
, no option but to tag along behind. 


‘That is why I regard ED8 as disastrous — a source of bitter 
‘tears. It is well that the portraits of distinguished former 
Presidents — particularly that of Sir Harold Howitt — have been 
removed from’ Moorgate Place; otherwise they migpt X seen 


. to quse of the lachrymation. j 
"USES | | Yours faithfully, 


i "m |^ — y JACK CLAYTON, F.C.A. 


Inflation — the Cause and Cure . 


> | Sm, — - Of. course, Mr Laurence is right (January 4th ne Bre 
- the basic cause of all our troubles is simply that we are all 


too greedy. How richly ironic, however, that he should have ` 


said that after advocating the elimination of assistance to the. ,': 


under-developed world! — . 

I would have thought that 0:35 per cent of GNP was a woe- 
fully inadequate contribution to world development. from a 
OP as wealthy as we are. 

SE “Yours faithfully | l 

TA Berks. | , DAVID M. BOWLES, RAS 


4 


Sir, - Thank you for the editorial note below the (etter "R | 
-Mr 'D. J. Allen (January:18 8th issue). Through a series of diver- 


. sions, Mr Allen has managed to artive at my starting point. 


He may therefore now read. my original letter (Deceniber 


| 44th; 1972). It was not concerned with ‘star performance’ or 


with whether the managers’ achievements have been good or bad 


or can be justified. It was concerned with standards of n porne 7 


to unitholders. 

It’ so . happens, oneen that Mr Allen is wrong in his 
'assufnptions about the capital performance of the two unit 
trusts cited by me. The trust whose distributions have declined : 
for six consecutive years has not shown’ outstanding capital . 
growth; while the trust with a 45 per cent drop in the distribu- _ 


tion was Standing, six years after launch, at a bid price 16 per - 

` cent below the original issue price. s 
‘Inadequate reporting is always regrettable, but particularly 80 

: when adequate reporting would reveal poor performancé. When 
` one finds that the DoTT is not merely unhelpful but discloses a 


. philosophy which is contrary to good reporting standards, then 


^ there is cause for alarm on a much widér front than that covered 


m unit trusts. e 
~ n e, “Yours faithfully, | | 
Warnghon E . .F. M. WILKINSON. | 
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‘AST week's residential conference at 


the. Hotel’ Metropole, Brighton, on 
"lax Reform and the Family Business’, 


„~ proved to be one of the most successful 


events in the calendar of the London and 


: District Society of Chartered Accountants. 


' ‘An audience of approximately 160 mem- . 
`" bers was present to hear Mr Patrick 
.. Jenkin, Chief Secretary to the. Treasury, 


open the' conference with an: address on 


- ʻA Policy and a Programme’. 


The present .Government,. Mr Jenkin 


^^^ claimed, had inherited `a fiscal structure 
." which was the product of a century of ` 


piecemeal amendment. Now, for the 
first time, a: government had taken busi- 
ness and the professions into consulta- 


. tion before legislation. ‘The old-fashioned 


cult of Budget secrecy, ‘had stifled public 


; discussion until it was too late’, and had - 


limited the chances of id effective 


"n amendment. 


Nous tax structure . 


zOudimins-m ue had ator heen achieved 
.in the direction of tax simplification, Mr 


“n, Jenkin claimed that the new unified 


“ ow * 


personal tax system was far easier for the 


T ordinary taxpayer to understand; this, he 
' said, had been reflected in a reduction i in ` 
_the number, of coding queries reaching 


the Inland Revenue. He referred to -the 


„15 per cent surcharge on investment 


. income in -excess of {2,000 per annum, 


and denied that unification would mean a 
‘tax bonanza’ for the very rich; the bulk 
of.the benefits under -the new scheme 


"would go to those earning less than £5,000 
, ^ per annum, and-to the retired. 


An ideal corporation tax, in the 


` Government’ s view, should be neutral 


E: as between retentions and distributions. 


Though anti-avoidance provisions had 


been with us, in one form or another, for 


KJ ** the past 50 years, close companies would 


benefit from a simplified regime, and 


“+ about 8o per cent of trading close com- 
"panies were now outside the shortfall 


: provisions. He thought that ' most busi- 
" nesses would be able to operate value 


added tax satisfactorily with their existing 


stationery and accounting systems, and 
|. reminded his audience that VAT regist- 
'. ration not later than April 1st was essen- 


tial for all businesses that. hoped to 


` reclaim purchase tax paid on existing 


stocks. 


——À n 


. ACCOUNTANT : 


‘London Accountants’ Successful Conference 


Tax reforms, on the scale to which the 
present Government had committed 


itself inevitably imposed burdens on the 


accountancy profession, but. he hoped 


that its members would accept these as 


being in a good cause. 


Introducing the new system 


Mr Keith. Oates, r.c.&, followed Mr . 


Jenkin with. a carefully prepared, and 


attractively presented survey of the new 


system of corporation tax às it would 


operate from April 6th next. He compared 


and contrasted the respective positions 
of the company, the Inland Revenue and 


the shareholder (i) pre-1965, (ii) in the 


1965~73 period, and (ii) under the new 
1973 structure. He recalled. the statutory 
definition of ‘profits’ as income and 
chargeable gains, and pointed out that in 
assessing capital gains to corporation tax, 


the ‘projected fraction’ (probably -three-. 


fifths) was to be applied to the amount of 
the gain and not to the rate of tax. Though 
in a straightforward case ‘3/5-x rate of 


tax xX gain’ would’ yield the same arith- : 
metical result as ‘3/5 X gain X rate of tax’, - 
he later instanced other examples where: 
‘It would not. `. - 

'The 'small companies rate’ of corpora- - 


tion tax (prospectively 4o per cent), it 


. should be noted, was not applicable to 
‘small companies’ alone, but to all com-.. 
panies whose assessable profits fell below 


£1,000 (subject to taper relief between 


£15,000 and £25,000). 


Speaking of the new concept of ad- 
vance corporation’ tax (ACT), he dis- 


tinguished between qualifying and non- : 
qualifying distributions, and pointed out 
that only ACT paid on distributions made : 


in an accounting. period. was available for 
set-off against ‘mainstream’ corporation 


tax liability for that period; not dividends `` 
declared “for? that period but paid after 


the end of it. The ACT set-off was fur- 
ther limited to corporation tax on income 
and not on chargeable gains; nor could 
it exceed the ‘notional’ ACT' on a theor- 


 etical maximum distribution. He pro-. 


duced two examples to demonstrate how 
a £1,000 increase in profits might result 


(because of unrelieved ACT) in only £700" 


being available for increased ‘dividends. 
Unrelieved ACT could, - however, 


(but in no circumstances prior to April 


be ' 
carried back for either one or two years. 
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January 25th, 1973, : 


“Tax Reform and the Family Business 


Ist, dor) or. forward indefinitely. 

Finally, he outlined the rules relating — 
to groups'of companies electing to pay 
dividends within the group. without 
accounting for the tax. These, he said, - 
would remain in force in modified form, 
the main provisions being (i) that divi- 


^ dends so paid would not give.rise either 
-to ACT liability or to a tax credit; (11) that 


they would not rank as franked payments. 
by the-payer, = as FII of the recipient . 
company; and (ii) that the paying. 
company PER opt for the election not 
to apply to a particular dividend. 

Where an election to pay intra-group 
dividends ‘free of tax’ hád been in force 
prior to April 6th, 1973, it would continue 
to be effective unti] revoked. A parent ` 
company could. also, surrender surplus 
ACT to its subsidiaries. 


Close companies : 


The next speaker, Mr C. N. Beatie: 
Q.C., LL.B., suggested that the changes ` 


‘affecting close companies under the new: 


system were ‘not perhaps very extensive, - 
but there were a good many amendments 
of a minor character'. Such amendments 


: would, of course, be regarded as ‘major’ 


by any cómpany which happened to be 


. affected | 


The new definition of a close company, 
he said, was ‘not dramatic, although ` it 
will make a change in a few cases’. 
Annuities and annual payments to -parti- 


' cipators, also rents and royalties, had 


been deleted from the list of payments 
ranking as 'distributions', and the sub- 
stitution of an amount equivalent to ACT 
for income tax on loans to participators 
was 'not a change of substance'. Such an 
amount, of course, was not available for 
set-off against mainstream corporation | 
tax liability. 

Apart from fanaiGendl provisions, 
there would be no liability for shortfall in 
respect of any accounting period ending 
after April 6th, 1973. The principal 
feature of the new legislation: was the. 
‘apportionment of income of a close : 
‘company for the purpose of income tax 
assessment, at the higher rates in excess 
of 30 per cent, on participators; this, said 
Mr..Beattie, 'sounds very much like 
surtax, but I mustn't call it that | 

"The definition of distributions as being. 
expressed to be made for the accounting . 


January 25th, 1973 


period, and paid during the period or 
within 'a reasonable time’ thereafter 
caused some difficulty — several members 
pointing out the Government’s declared 
intention that this ‘reasonable time’ would 
not be less than the 18 months’ time limit 
provided under the previous legislation. 


Transitional provisions 


A former Inspector of Taxes, Mr 
Michael Holland, B.A., F.c:a., dealt with 
the complexities of the transitional pro- 
visions of corporation tax with an easy 
competence, demonstrating the effects on 
the taxation of (i) trading profits, and 
(ii) capital gains of different accounting 
dates and prospective changes in the rate 
of tax. Depending upon circumstances, 
the net amount remaining after tax might 
vary by up to 1o per cent of the original 
gross amount — which was, as he said, ‘a 
pretty powerful consideration’, 

The Inland Revenue was, of course, 
alive to the possibility of tax avoidance 
by changes of accounting data and defer- 
ment of!dividend payments, and Mr 
Holland dealt at some length with the 
'straddling period' provisions in Schedule 
23 of the Finance Áct 1972. Dependent 
upon the individual company's account- 
ing date, these provisions may be en- 
countered over a two-year band of dates 
from April 1972 to March 1974. He 
illustrated the net cost to a company of 
dividends paid before, during and after 
its straddling period, assuming first a 
December 31st and secondly an April 
30th year-end; while the former situa- 
tion, as he said, might now have passed 
by, the latter certainly had not. 

Additionally, to the concept of the 
‘notional straddling period’ for companies 
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Mr H. Gordon Smith, a regular figure at LDS conferences, c 
B. D. zi a member of the Institute's Council, and Mr D. R. Huntingford, one of the group 
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"That was a good paper!’ Mr Geoffrey Vieler, second from right, is complimented by Mr Keith 
Oates, /eft, Mr Michael Holland and Mr John Jeffrey-Cook, tha conference chairman. 


whose actual straddling period does not 
run for twelve months, Schedule 23 
contains a number of other significant 
definitions. Companies claiming, in parti- 
cular, to be excluded from the transitional 
provisions must have satisfied all the 
relevant provisions as to residence, trad- 
ing, distributions and ownership. 

He drew attention to the case of prefer- 
ence dividends and other fixed rate distri- 
butions which had been determined prior 
to April 6th, 1973, showing how pro- 
spective changes in the ACT rate might 
effectively reduce the percentage yield 
on such shares. It was possible, he thought 
that companies might seek in the future 
to create preference shares entitled to 
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entre, in conversation with Mr 


dividend 'at such a rate as, after allowing 


for ACT at the rate for the time being in 
force, will amount to-'; since, in the 
normal course of events, attempts to 
increase the fixed rate of a preference 
dividend would be opposed by other 
shareholders. . 

Finally, he emphasized the advantage 
to a company of paying franked invest- 
ment income away in dividends prior to 
April 6th, 1973, rather than on or after 
that date. Though {100 FII received 
prior to April 6th would cover franked 
payments of {100 after that date, the 
effect of three-sevenths ACT would be 
that a dividend of £70 would have to be 
paid, although only {61-25 (£100 less 
£438:75) had been received by the com- 
pany in cash. 


Unified income tax 


Mr Geoffrey Vieler, F.C.4., emphasized 
that the system of unified income tax, 
with its higher rate structure and 
investment income surcharge, was likely 
to present both accountants and their 
clients with unexpected cash flow prob- 
lems. Being compiled in terms of earned 
rather than unearned income, the new 
structure would cover some 9o per cent 
of personal taxation in logical fashion; 
but the collection of higher rates as part 
of PAYE, and the treatment of business 
profits assessed on a prior year basis, 
would lead to the higher rates of tax 
being payable between 6 and 12 months 
sooner than was the present case with 
surtax. It might be as well, he suggested, 
to present clients who were likely to be 
affected by these provisions with an 
illustrative ‘dummy run’ during the 
present year, in advance of the new 
higher rates and investment income sur- 


dui hmi Exigible as Bon July 


6th, 1974. - - 


. Politically, he thought that a unified 
income tax was ‘a good thing’.. The 
advantages claimed for it on behalf of 
the Government were a smoother pro- 


gression of tax rates, an additional in- - 


' centive to earnings (since the average 


taxpayer would be immediately aware of 
his own effective rate of tax on overtime 


‘and other additional payments) and ad- 
 ministrative. simplicity. A negative in- . 


-. come tax, combining elements of. the 


covenanted gifts; a net {100 covenanted. 
_ was now worth {163 to the recipient 


'present social. security. structure, ap- 


peared to him as a logical next step, .but 


. he thought it unlikely that such a’ 


measure: could. be introduced : before 
1975 at the earliest: - 

‘Mr Vieler highlighted the potential 
disadvantage to. charities in respect of 


charity, but would bring in only £143 


. under the new structure — quite apart 


from the.added burdens of VAT. He 


,took occasion at this point to make a 


special plea for the Chartered Account- 
ants Benevolent Association; CABA’s 


. financial. position was unworthy, in his 


y 


companies, 
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. view, of a body of the Institute's standing, 


with perhaps 5 per cent of the member- 


ship providing something like 95 per 
.cent of its subscription income. 


Family. settlements 


In the course of his paper on the use e of 
settlements in tax planning for family 
Mr David Parkes, F.c.a., 

endorsed Mr Vieler's plea for support to 
charities, though on a rather wider 
front than CABA alone. ‘Anything which 
we as a profession can do to-influence our 
wealthy clients is all to thé good’, he 
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Tea break. Mr B. Pendry with the two lady members ofthe conference, Mrs Barbara Culverhouse, 


centre, and Miss A. J. McKerrow. 
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claimed, 'especially if it is combined with 
an estate duty scheme’. 


Within the ‘space of an hour, he suc- 
ceeded in highlighting a quite surprising 
number of potential pitfalls. The cardinal 
points of his presentation were (1) act 
soon — delay may be costly; (11) flexibility; 


. (ii) simplicity; and (iv) active participa- 


tion in drafting wills, which’ he claimed 
could not safely be left in all cases to the 
average solicitor. Where a family business 
had for long been under the effective 
control of a dominant figure — possibly 
the founder-proprietor who .was re- 
luctant to relinquish control — the 
accountant might become involved in 


educational problems, if not an outright’ 


war of attrition, to convince that character 
of ~the advantages - of distributing his 
wealth. 

' Though a marriage often afforded a 
good occasion for parental benevolence, 
it was important to remember that 
marriage settlements. were now more 
strictly controlled than had once ‘been 
the case, and were effective only if made 
prior to and in contemplation of a mar- 
riage which did in fact take place. Where 
children were included in „á family 


settlement, income should be accumulated 


to the age of 18 in order to avoid its 
aggregation with that of the parent. —— 
It was unusual to find family ` com- 


panies with several different classes of. 


share capital, but the relative properties 
of preference, ordinary and deferred 


- shares could sometimés be put to good ` 
‘use in meeting. the different interests of 
,members of a miulti- -generation family. 


Among points to watch in constructing 
a settlement, he recommended that .the 
trustees should be given specific powers 
to effect policies, of assurance, if only 


e — — m € —À —— 
P os i 


x 
$ 


r 


z 
z + 
X $ aa | 


"for cover against the risk .of a settlor 
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dying within the gifts inter vivos period. : 


of permanence in administration to be 
secured .by the: appointment of a trustee 
company. | 


Profitability. 


The final speaker, Mr R. J. Pickerill, 
F.C.A., F.T.1.1., made the point that profit- 


. He also mentioned the valuable element . 


ability could be improved either by | 


increasing the after-tax profit or by reduc- ` 


ing capital employed. In the latter con- 
nection,.he suggested that the advantages 


of regional development grants were often 


under-rated; they. did not affect tax 
liability, and were irrevocable after three 
years. His own: experience of industrial 
training board grants had been extremely 
favourable, although it was clear that 
some members took a different view! 

On the relative attractions of leasing or 
buying buildings or plant, he was sceptical 
of the argument that purchase of a build- 
ing represented an 'effective guarantee 


against rent rises, and was worth more 


than tax relief on the rent; buildings, in 
his experience, inevitably deteriorated in 


time — for which there was no tax relief — 
and the occupiers could be reduced to the’ 


situation of waiting for a capital 
which níight not materialize. Plant leasing 
offered, in tax' terms, no conspicuous 
advantages over ownership, and was an 
expensive form of acquisition. ' 


|, Stréssing the importance of establish- 


ing the right structure for the particular 
business, he quoted an awful example of à 
holding company! and four subsidiaries 
which had been set up for a business 
with a total annual profit of £2,000. He 


examined the advantages and prospective 


complications of engaging the taxpayer's 
wife as. an employee, a partner or a 


‘director, and reminded his audience of the 
| significance of the ruling in Trembath's © 
-.case (35 ATC 76). It was important, he 


said, that the wife's duties as a member of 
the board should be clearly defined. 
Professional partnerships had at one 
time found an advantage in the establish- 
ment of'service companies to provide 


. office facilities, but difficulty could arise 
on the retirement of a partner. If the: 


service company shares were also held 
by the partners, a transfer of shares on 
retirement from the firm could give rise 
to a capital gains tax liability. He then 


. outlined some of the advantages and pit- 


falls of consortium and joint venture 
trading between companies, particularly 


restrictions on the availability of con- 


sortium losses for set-off. , 


The final session was an open forum, 
in which all the speakers (with: the 


exception of Mr Beattie) dealt competent- _ 


ly with a wide variety of questions posed 
by the Pasio groups. . 
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SCHRODER 
FLEXIBLE 
BOND | 
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- Anewinve — opportunity E 
from Schroder Assurance. 


Youcan recommend Schroder Flexible Bonds As a world-famous merchant bank, Schroders have 
‘ito your clients with every confidence. Schroder . all the expertise and resources required to manage 
agg, merchant bankers, have a well proven a Flexible Fund. Their intimate knowledge of home 
record of investment success, and are entrusted and overseas markets is backed by strong interna- 
with funds worth hundreds of millions of pounds. — tional connexions and depth of investment research. 


| 
| 
| 
/ 
| 
| 


FIVE SPECIAL FEATURES 
* A balanced portfolio of equities, 
fixed interest and property. 


* Active management by Schroders’, 
experts. 


fm 


* Upto 10% a | year free of i income 
tax can be drawn. 


* Bonds can be cashed at any time- 
without penalty. 


* Special tax advantages. 
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For full details of Schroder Flexible Bonds, other 
contracts and agency terms please get in touch with 
John Stonham at Schroder Assurance Limited, 

120, Cheapside, London EC2V 6D5. 

Telephone: 588 4000. 
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- Double eprotection for your plant | 
.  . andmachinery 


National Vulcan Double Protection Insurance helps ^ NV recommended Broad Cover. With one sum insured for 
the engineer and the accountant. The engineer because it each location (since there is no average problem) and he \ 
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helps him prevent plant outages by regular inspection does not need masses of plant schedules - though he can  . 
. and, if trouble does strike, the largest engineer surveyor ^ : have them if he wishes. We tell him the ups and downs of . 


force in the field can reach him faster, He can also callon — . premiums as plant changes — and send him an account 


specialist supervisory engineers backed by chemical, ' at the end of the insurance year. 
metallurgical, non-destructive testing and welding” ^" NV is second to none at paying claims fairly ina 
advisory facilities. promptly but IT'S THE MONEY IT SAVES ITS CLIENTS THAT ` 


NV Double Protection Insurance helps the accountant MAKES THE DIFFERENCE — helping to prevent outages, 
because it’s easy to arrange. He simply says whattypesof damage and injury and cutting administration costs. 


plant and machinery he wants to insure, chooses which ` National Vulcan goes out of its way with the best buy in 
risks he needs and gets.the meee coverage with Engineering Insurance-NV Double Protection Insurance. ; 


NATIONAL VULCAN ENGINEERING INSURANCE GROUP LTD. 


ST: MARY'S Eee Mm MANCHESTER M60 9AP, TELEPHONE: 061-834 8124 DBX) 
: (Ask for Alan Shackleton, Tom wane or Varley Fackson). 
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ACCOUNTANT 


Students' Contribution to 


Society 


ICA Vice-President at Exeter Dinner 


N every sphere of life there is occasion- 

ally a sudden outburst of inquiry and 
questioning into the purposes and mode 
of the activities relative to that sphere. 
Such an outburst recently occurred in 
the sphere of training methods for 
membership of the Institute, declared 
Mr Kenneth J. Sharp, T.D., M.A., F.C.A., 
Vice-President of The Institute of Char- 
tered Accountants in England and Wales, 
at the annual dinner of the Exeter CASS 
held at Torquay last Friday. 

Mr Sharp, who was responding to the 
toast of the Institute, went on to say that 
this to some extent was a specific example 
of a general unrest throughout the 
country. ‘There is everywhere, they say, 
a divergence between the generations, a 
breakdown of communications between 
parents and children, a failure of author- 
ity. In so far as this is true’, said Mr 
Sharp, ‘the first person to comment upon 
it would seem to have been Plato. In 
his eighth book of the Republic, observing 
how democracy in a city can turn into 
anarchy, he remarks: “The teacher in 
such a city fears and flatters the scholars, 
and the scholars despise their teachers . . . 
and in general the youth resemble the 
more advanced in years, and rival it with 
them both in words and deeds.” ' 


Free from cant and hypocrisy 


It would, however, be wrong, he declared, 
to question the right, or indeed the 
desirability, of youth to question and 
criticise. It was highly beneficial to any 
organization to have criticism, and the 
man who did not question the assump- 
tions of his elders when young was un- 
likely to do so when he was old. It was 
important, however, that if criticism and 
questioning were to be of value they 
should be constructive. 

The present generation of students, he 
told his audience, in many ways had more 
to offer than any of its predecessors in 
living memory. It was noticeably free from 
cant and hypocrisy, which was perhaps 
a more constructive way of describing the 
permissive society. In what way, asked 
Mr Sharp, should the present student 
generation and its successors apply its 
energies? It would not be able to attain 
all its objectives for, as Matthew Arnold 
said, “Tis all perhaps which man acquires, 


| 
| 
a 


but tis not what our youth desires’. ‘I 
would suggest to you that the framework 
within which the student body should 
be operating is precisely the same as that 
which the Institute itself is using as its 
guidelines — the continual development 
and improvement of the quality, both 
personally and technically, of the mem- 
bership and services offered to the public 
— but by evolution not revolution. 


Maximizing learning 
The education and training of an 
individual, continued Mr Sharp, repre- 
sented a considerable investment of the 
real resources of society. ‘We have a 
social duty to employ the fruits for the 
benefit of society in the broadest sense. 
We must grow up to use our particular 
aptitudes in the reasoned influence and 
formation of opinion so that we help 
to create a climate in which decisions are 
taken with greater reference to rational 
criteria and less to emotive and political 
dogma. At present what passes for think- 
ing in most people's minds is no more than 
a re-arrangement of their prejudices’. 
Mr Sharp concluded by appealing to 
the leaders of student thought and opinion 
in the profession not to spend their un- 
doubted energies and talents in the pur- 
suit of trivial and ephemeral short-term 
advantages which led to a lowering of the 
public regard not only for the students, 
but for the Institute as a whole. ‘Let them 
rather join with the Institute in its con- 


stant and ceaseless pursuit of excellence', 
he declared. 


PROFESSOR SOLOMONS AT 
GUILDFORD 


The Guildford Branch of the South- 
eastern CASS welcomed Professor David 
Solomons, B.COM., D.SC.(ECON.), F.C.A., to 
a well-attended meeting on Monday, 
January 15th, at the Stoke Hotel, Guild- 
ford. 

Professor Solomons declared at the 
outset that no conclusions had emerged 
from his inquiry into the long-range 
education and training requirements 
of the profession, as it was so far 
only one-third completed. Such results 
as had been obtained had served more to 
reveal problems and possibilities and to 


dispel any prejudice which he might have 
held on commencing the task. 

He then gave a short résumé of the 
events leading up to his appointment 
which had been sponsored by the six 
recognized accountancy bodies. ‘The 
Professor pointed out that the harmoni- 


zation of the present fragmented elements . 


of the profession was a very real problem, 
which ought to be faced before the wider 
issues of integration within the EEC were 
tackled. 


Not the first inquiry 


The meeting was reminded that the 
present inquiry is not the first of its kind 
and that the results of American, Cana- 
dian and Australian reports, as well as 
the findings of committees considering 
other professions in the United Kingdom, 
might contain ideas and material relevant 
to the present debate. 

In discovering the problems peculiar 
to the accountancy profession in this 
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Mr Les Marston, A.C.C.A, A.T.I.1. (fore- 
ground), treasurer of the Guildford Branch of 
SECASS, with Professor David Solomons, 
B.Com., D.Sc.(Econ.), F.C.A., and members 
of the Branch's committee at the dinner 


following the meeting. 


country, Professor Solomons said it was 
necessary to establish a time scale within 
which future conditions might be antici- 
pated. For this purpose, he suggested 
that up to 20 years ahead was the maxi- 
mum realistic interpretation of the term 
‘long-range’. 


For that period, which would also. 


include consideration of medium-term 
needs, the inquiry would be directed 
towards the sort of accountancy profes- 
sion that society would require and the 
functions and responsibilities which 
would be placed upon it, allowing for the 
possible ceding of certain tasks to other 
competing specialists. Having defined 
the role, consideration, he said, could 
then pass to questions of organization, 
curricula, teaching methods and ways of 
assessing professional competence. 

In the discussion following the talk, 
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those present had an opportunity to put 
questions and suggestions. Uppermost in 
students' minds seemed to be the merits, 
or otherwise, of articled service, the desir- 
ability of degree entry and the extent to 
which specialization should be imposed 
early in a prospective accountant's train- 


ing. 


b 


j TETEN AE ee AN ino EM 
ACCOUNTANT  — 
Professor Solomons expressed his 
pleasure at the quality, both in size and 
content, of the response to the question- 
naire presented to Part II examinees in 
November 1972 and hoped that a similar 
document circulated to a 1o per cent 
sample of all students would prove equally 
fruitful. 





Unified Structure for Three Tutorial 


Establishments 


A WELCOME move towards greater co- 
operation on education between tutors in 
the private sector was established at a 
recent meeting of tutors of Caer Rhun 
Hall, Foulks Lynch and Chart Tutors. 
Held at Caer Rhun Hall from January 
sth to 12th, the meeting was a long 
one, sufficient indication that there 
was discussion in depth on ways of pool- 
ing resources to provide effective courses 
for students using the best features of 
. oral and correspondence tuition and on 
plans for the new-style examinations. 

The meeting first considered the basic 
theory and problems of effective teaching 
and how this must be applied both to 
correspondence and oral tuition. Mem- 
bers then divided into syndicates to deal 
in detail with the package courses to be 
offered to firms and individual students 
on the subjects of law, accounting, taxa- 

tion, auditing, statistics, executorship and 
etsate duty. 

The objects of these syndicates were to 
decide on the exact format of the corres- 
pondence course, notes to be re-written, 
texts to be recommended and number 
of test examinations required. The groups 


also considered how much full-time oral 
tuition would be necessary for the new 
examinations and how many tutorials 
would be needed to link the sessions of 
full-time tuition which are an essential 
feature of the scheme. Another syndicate 
co-ordinated these conclusions to provide 
the pattern for the courses in future. 
Detailed plans were produced for founda- 
tion courses and examinations r and 2. 

The week concluded with two days of 
teacher training when tutors gave speci- 
men lectures on new developments in 
their respective subjects. The lectures 
were then criticized and played back on 
videotape, providing an opportunity for 
those who attended to be brought up to 
date on different subjects. 

Future developments envisaged by the 
three organizations may well be the 
provision of complete training packages 
for firms, but it was felt that students 
must be given a reasonable choice, within 
each firm, between residential and non- 
residential tuition. A unified course for 
private study and oral tuition by the three 
tutorial establishments will provide this 
essential element of choice. 





Lecturers from three tutorial establishments get together at Caer Rhun Hall, North Wales. 
Left, Mr John Anderson, M.A., A.C.A., Barrister, Principal of Caer Rhun Hall, and front row, 
right, Mr R. E. G. Perrins, F.C.A., Managing Director, Foulks Lynch. 
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POLICY DISCUSSED IN 
BIRMINGHAM'S MAGAZINE 


Matters for decision at the forthcoming 
ACASS annual Council will assume an 
importance greater than ever before. 
With this very much in mind the views 
of Birmingham students are to be sought 
at a special meeting on February 8th, 
according to the leading article in the 
second issue of the Society's magazine 
Articles, which, as announced under 
‘Roundabout’ on November 23rd, has 
been launched to improve communica- 
tions among members. 

The leader, written by the magazine's 
editor, Peter Ullathorne, states that the 
meeting will bring Society members into 
the process of policy-making. 'Birming- 
ham will make a strong and valid contri- 
bution to the debates, putting the grass 
roots opinions before the conference and 
ensuring that ACASS reflects the views 
of students’. He adds: ‘only through the 
medium of a strong and representative 
local organization can the national body 
hope to be of value to students outside 
London’. 

Now extending to 16 pages, this second 
issue of Articles includes for the first 
time a column by Michael Fallows, the 
Society’s secretary. In it, he discusses the 
generally accepted demise of articled 
service and the need to assist ACASS by 
providing it with as much information on 
grievances and general problems as 
possible. The Society will, he says, 
continue to pressure ACASS on all these 
matters. 

The latest issue also contains an article 
on careers in public practice, together 
with a useful table on what salaries can 
be expected, a light-hearted account of the 
small audit, and a correspondence column, 
in which appears a letter from Peter 
Pennington Legh, President of ACASS, 
who states that he ‘has sought to create a 
new type of society. A pressure group. 
A body of influence. Only through such 
a body are the national objectives capable 
of being achieved’. 

Articles and news items for the next 
issue should reach Peter Ullathorne, 
c/o The Library, by February 8th. 


TAX COURSE IN LONDON 


As already announced under ‘Round- 
about’ (January 11th), the London 
CASS is to hold a one-day course on the 
new imputation system of company 
taxation on February gth, at Chartered 
Accountants’ Hall. 

The course, which will commence at 10 
a.m., is specifically designed for those with 
a knowledge of corporation tax and will 
give a general outline of the new system. 

Buffet lunch and refreshments are 
included in the course fee of £6. Mem- 





bers and firms interested should contact 
the Society's secretary, 43 London Wall, 
London EC2M 5B. 


ACASS INTERVIEW PAMPHLET 


ALTHOUGH the Birmingham CASS has 
already done so, no apology is needed by 
ACASS for proposing to distribute to all 
prospective articled clerks a crisply- 
worded pamphlet designed to assist them 
at interviews. 

It is, of course, a sad fact that all too 
often those entering the profession do not 
sufficiently appreciate the nature of the 
work in which they will be involved and, 
particularly, the importance to their 
future of the firm itself. 

The pamphlet suggests that the pros- 


pective articled clerk should inquire as 
to the range of work dealt with by the 
firm, whether the period of articles will 
provide sufficient experience throughout 
that range, and the number of graduate 
and ‘A’ level articled clerks employed and 
their record of success in the Institute's 
examinations. On studies and training, 
the would-be entrant is advised to ask 
how much encouragement the firm gives 
in student society participation, paid 
study leave, training courses, and the 
amount of supervision principals give 
to articled clerks, work and progress. 

The interview pamphlet concludes by 
stating that the firm offering the highest 
salary is not necessarily the best. ‘The 
value derived from articled service will 
depend upon the quality of theoretical 





Southampton Students' Dinner 


RESIPI at the proposal to drop the 
term, articled clerk, in favour of the 
word ‘student’ was expressed by a speaker 
at the annual dinner of The Southampton 
CASS held at the Royal Southampton 
Yacht Club last Friday. Responding to 
the toast of the guests, Mr Gordon 
Radford, F.C.A., senior partner in Radford 
Sons & Co, of Southampton, said that the 
description ‘articled clerk’ had been used 
for a hundred years, and he could not see 
the advantage of a euphemism which 
called them something else. 

Looking back over nearly half a century 
as an accountant, Mr Radford welcomed 
one great change since his youth. Right 
up until the last war a parent had to pay 
a premium for a young man to be articled. 
The going rate was then 300 guineas, 
which would probably be worth about 
£3,000 today. 

‘The abolition of the premium was a 
very radical change and an important 
one because it meant that young men of 
ability were no longer deprived of 
the opportunity of becoming chartered 
accountants,’ said Mr Radford. 

Proposing the toast of the Society, 
coupled with that of the Institute, Mr 
Donald Rich, F.c.a., spoke of the Insti- 
tute’s decision to award fellowships only 
by examination and went on to refer to the 
new method of election to the Institute’s 
Council. The Southern Society, he said, 
was fortunate in that it was to have two 
Institute Council members, which showed 
that the importance of the area was 
recognized. 

Mr Rich pointed out that the Southern 
Society embraced Portsmouth, Bourne- 
mouth and Basingstoke, but the students 
had separate societies in Portsmouth, 


Bournemouth and Southampton. He 
suggested that with the start of the 
building of the South coast motorway 
M27 it might be time for the Southamp- 
ton students to link with those at Ports- 
mouth and Bournemouth in the formation 
of a Southern chartered accountant 
students’ society. 

Responding, Mr Brian Banks, B.sc., 
Under-Secretary of the Articled Clerks’ 
Committee of the Institute, also referred 
to the proposal to change the term articled 
clerk. 

It was, he said, a view arrived at by 
the Institute in recognition of certain 
social factors and it was clear that articled 
clerks would prefer to be called students. 

Mr Banks said that the Institute now 
wished to take a greater hand in the 
teaching of students and to offer advice 
to those firms without a teaching depart- 
ment. He foresaw the possibility that 
principals who wanted to train articled 
clerks might be required to attend a 
course in teaching similar to some held in 
London last year. 


Uniformity in training 

The Institute, said Mr Banks, had 
to make sure that the training received 
covered a wide range of accountancy 
procedures and also achieved some 
uniformity in the availability of knowl- 
edge and experience to students in differ- 
ent places. 

The Chairman of the Students’ Society, 
Mr Richard Priestley, propounded in 
lighter mood the criteria which he 
imagined prompted principals in the 
selection of their students. 

The dinner was presided over by the 
Society’s President, Mr Brett Gill, A.C.A. 


training, practical experience and the 


personal interest shown by the firm — and, — | F 


last but not least, an appreciative response 
by the articled clerk. | 


EDUCATION APPOINTMENT 


Mr P. R. Swinnerton, F.C.A., A.T.LI., 
who has been involved in student educa- 
tion for some three years, is shortly to be 
retained by the 
London School of 
Accountancy as a 
senior lecturer 
and tax consul- 
tant. A partner 
in Barber Swin- 
nerton & Co, 
Chartered Ac- 
countants, of 
Croydon, heisalso 
a partner in the 
Management and 
Student Training Co and has recently 
extended his activities into the field of 
management training, holding seminars 
for the British Institute of Management 
and similar organizations. 

Mr Swinnerton, who is well known to 





Mr P. R: Swinnerton 


students, is aged 35 and was admitted to- 


membership of the Institute in 1961. 
Immediately after qualifying he joined 


Cooper Brothers & Co, where he worked 
in the London and Teheran offices for 


seven years. 
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LETTERS TO ROUNDABOUT 


Role of ACASS 


Sig, - I would like the opportunity of 
expressing the Birmingham Student 
Society’s Committee's support for the 
views expressed by our secretary Michael J. 
Fallows in his letter to you of January sth, 

The malaise which affects ACASS is to a 
very large extent symptomatic of the state 
of the students’ societies throughout 
England and Wales which ACASS seeks 
to represent. Except for a few societies 
which have shaken themselves out of their 
pre-Edwardian torpor which pervades the 


chartered student scene, there is a gloomy | c3 a 


record of inactivity and disservice to 
students. 

Students’ societies should follow the 
example of the Birmingham CASS which 
is now involving more of its members in 
its activities than ever before, with its 
Overseas Students’ Association, motoring 
club, chess club, etc., consequently 
there is greater awareness as to the part 


members can and do play in its organiza- | 


tion and the realization that the Society 
is for them and not just for those wishing 
to further their careers in the profession. 

As far as ACASS is concerned, I am 
tempted to ask what benefits have accrued 
to Birmingham for their contribution to 
the Association’s coffers. 

Besides the spectacle of the now famous 





7106 


f 
7 


double act in the ACASS Executive using 
their favourite Aunt Sally, the Institute, 
as a means of whipping up hysteria 
among the societies, I can see no practical 
benefit accruing whatsoever, apart from 
some minor achievements in the field of 


education. 


It is my personal opinion that ACASS 
will not be effective until (a) the majority 
of the students' societies reform themselves 
and take a long look at the needs of the 
students which have changed over the 
past 50 years, and (b) ACASS reform the 
iniquitous voting system whereby power 
is given to those who pay the most. 
Under the present system, the weaker 
societies grow weaker because their voice 
is not heard above the wheeling and dealing 
in allances among the larger student 
societies. I do feel that one vote per society 
is necessary, and then we will be well on 
the way of having a relevant Association of 
Chartered Accountants Students’ Societies. 


Yours faithfully, 
BRIAN L. COLE, 
Treasurer, Birmingham CASS. 


Need for Better 
Education Standards 


SIR, — I have read the recent correspon- 
dence concerning accountants’ education, 
but all of the writers miss the major point — 
the point which is of paramount concern 
to the business community. This concerns 
how accountants are educated during their 
period of practical experience. In other 
words, what matters is how accountants 
acquire their specialist knowledge. 

In order to learn how modern business 
enterprises operate, student chartered 
accountants are trained under an anachron- 
istic contract. This contract binds a student 
to a partner in a firm of chartered account- 
ants. No criteria are stipulated by The 
Institute of Chartered Accountants in 
England and Wales as to what constitutes 
an accountancy practice of sufficient 
breadth in which a student can gain the 
necessary expertise. 

Whether a student can be trained by a 
firm depends on whether a particular 


partner in the firm is thought to be good 


enough, in terms of his character alone, 
to train people. The examinations, to 
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which students submit themselves, place 
learning by rote, stamina and luck above 
all other qualities. Hardly the character- 
istics desired for independent professional 
judgment! 

There is no experience requirement 
after completion of the training contract, 
so any instantly-qualified chartered ac- 
countants can sign a limited company's 
audit report. The rigidity of the training 
contract itself immobilises the labour 
market, and stultifies improvement in 
firm's training methods. Consequent to 
the inadequate education, ludicrous exami- 
nation, and unsatisfactory experience of 
many chartered accountants is the lack of 
confidence of the business community in 
accountants nowadays. 

Many students earn less than 500 new 
pence (it sounds more than if you say ‘a 
fiver’), a week. And until all students are 
paid a living wage, there will be no incen- 
tive for firms to raise their standards. The 
loss of belief in accountants will continue 
unabated. 

Yours faithfully, 
TERRY WEBB, 


London EC2. Secretary, ACASS. 
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and 
Notices 





PROFESSIONAL NOTICES 


CARTER, SON & Whuirte, Chartered 
Accountants, announce that, owing to 
ill health, Mr A. H. B. Woop, M.A., 
F.C.A., retired from the practice with 
effect from December 31st, 1972. Mr 
Woop has also retired from the associa- 
tion with CARTER NICHOLLS, Chartered 
Accountants, of 38-40 Sydenham Road, 
Croydon, Surrey, with effect from 
December 31st, 1972. Both partnerships 
will continue under the same names 


JOHN FOORD & 


with the remaining partners. Mr Woop 
will be available to clients in a consulta- 
tive capacity. 

KipsoNs, Chartered Accountants, have 
entered into an agreement with Evans, 
WEIR & Partners, Chartered Account- 
ants, of Chichester and Waterlooville 
(Portsmouth) with effect from January 
Ist, 1973. Mr Deryck BOTTERILL, F.C.A., 
a partner of Kipsons, London, has 
become a partner in Evans, WEIR & 
PARTNERS, whose name will remain 
unchanged. The firms are to co-operate 
through a new firm also to be known as 
KIDSONS, whose partners are Messrs 
W. STUART WEIR, C.A., Jonn D. Evans, 
F.C.4. and WILLIAM H. SMITH, B.SC. 
(ECON.), A.C.A. (the present partners of 
Evans, WEIR & PARTNERS) and DERYCK 
BOTTERILL, F.c.4. and Davip J. N. 
TSCHAIKOWSKY, F.C.A. (both of Kipsons, 


London). 
PANNELL FITZPATRICK & Co announce 
the admittance of Messrs C. D. 


SEETERRAM and T. R. Evans, Chartered 
Accountants, to partnership of their 
Trinidad firm and Mr A. Cuow, Char- 
tered Accountant, to partnership of their 
Leeward Islands firms with effect from 
January Ist, 1973. 





61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


APPOINTMENTS 


Mr J. N. Clarke, LL.B., F.C.A., has been 
made a director of Charter Consolidated. 
He has been a manager of the company 
since 19071. 


Mr J. D. Cormie, M.A., F.c.A., chief 
accountant of Unilever since 1970, has 
been appointed chairman of Batchelors 
Foods and took up his new appoint- 
ment on January 15th. Mr H. Meij, a 
member of the Dutch Institute of 
Registered Accountants, succeeds Mr 
Cormie and also retains his present 
function as head of the Central Accounts 
Department, Unilever NV, Rotterdam. 
He will divide his time between the two 
head offices. 


Mr D. A. Corps, F.c.a., director and 
financial controller of Henlys, has been 
appointed financial director in succession 
to Mr T. Plant, F.c.a., who has retired 
from the main board of the company but 
will be available in a consultative capacity 
and remain a director of certain subsidiary 
companies. 


Mr John Courtis, r.c.4., has been 
appointed a director of Executive Ap- 
pointments, the search and selection 
consultants, whom he joined in early 1972. 
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Mr David Cox, F.c.M.a., has been 
appointed chief accountant of Alacra, 
a member of the Reed International 
group, with effect from January 29th. 


Mr R. E. Blackman, F.c.a., has joined 
the board of United Dominions Trust 


and has become managing director of 
UDT Europe Ltd. 


Mr J. R. Woods 


Mr R. E. Blackman 


Mr John R. Woods, A.C.A., has joined 
Sterling Industrial Securities, as head of 
taxation and financial planning, with 
special responsibilities for business de- 
velopment in Europe as well as the UK. 


Mr Ronald Frank, F.c.M.a., manage- 
ment accountant and corporate planning 
manager of Chas. F. Thackray, has been 
appointed a director of the company. 
Mr Frank is a member of the ICMA 
Council. 


Mr R. J. Hands, B.A.(ECON.), A.C.A., has 
joined Motomat Kostic & Co, GmbH, 
as commercial | manager /accountant. 
Motomat  Kostic is the Associated 
Engineering group's wholly-owned dis- 
tributing company in Austria, with head 
office in Vienna. Mr Hands was formerly 
with Price Waterhouse in their Dusseldorf 
office. 


Mr J. P. Hawksfield, M.A., A.C.A., has 
been appointed group financial controller 
of the Woodall-Duckham Group. Before 
joining the company last March, he was 
management accountant with Universal 
Grinding. 

Mr B. W. Lee, F.C.4.,, has become 
group secretary of Dobson Park 
Industries. 


Mr P. J. Mortlock, M.A., A.C.A., has 
become secretary of Fenchurch Insurance 
Holdings. 


Mr George P. Norton, M.A., F.C.A., has 
been appointed chairman of Hopkinsons 


» 
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Holdings and Hopkinsons Ltd, the main 


subsidiary company. 


Mr A. M. Powell, B.sc.(ECON.), F.C.A., 
has become deputy managing director 
and secretary of Crown House 
Engineering, a new company formed by 
the merger of Wheeler Crittall Bury and 
Furse Electrical Installations. 


Mr J. W. Stater, A.c.c.a., has been 


appointed financial director of Harold 
Wesley. 


Mr R. Norman Crawford, B.COMM.SC., 
F.C.A., chairman of the Northern Ireland 
Transport Holding Co, was awarded the 
C.B.E., in the New Year Honours List. 
Mr Crawford is a member of the Council 
of the Irish Institute. 


DOUBLE TAXATION 
France 


Discussions have taken place in London 
about the revision of the dividend article 
of the Double ‘Taxation Agreement 
between France and the UK. 

The revision follows from the enact- 
ment of the new UK corporation tax 
which, so far as it relates to the tax 
treatment of dividends paid by a UK 
company to an overseas shareholder, will 
come into operation on April 6th, 1973. 

Agreement was reached at official level 
and the text of a Supplementary Protocol 
will be submitted to Governments for 
approval. 


Cyprus 


Discussions have taken place in Nicosia 
about the revision of the dividend article 
of the double taxation arrangement 
between Cyprus and the United King- 
dom. Agreement was reached at official 
level and the text of a Supplementary 
Agreement will be submitted to the 
Governments for approval. 


PRICES AND CHARGES 
STANDSTILL 


Taxation: Waiver of Rents 


Section 87 of the Income & Corporation 
Taxes Act 1970, provides that if a land- 
lord has failed to collect any rent to which 
he was entitled because of his tenant's 
default, or has waived payment of any 
such rent on grounds of hardship, he 
shall be treated as not having become 
entitled to the rent. If the rent is sub- 


sequently received, he is obliged to inform 
the Inspector of ‘Taxes so that the assess- 
ment may be adjusted. 

The Board of Inland Revenue an- 
nounces that, where payment of an 


- increase of rent for business premises or 


land to which a landlord is entitled is 
waived in compliance with the prices and 
charges standstill, they will be prepared 
by concession to regard section 87 as 
applying, for both income tax and cor- 
poration tax. 


MANAGEMENT CONSULTANTS 
AND EUROPE 


Mr Brian A. Maynard, M.A., F.C.A., 
F.C.M.A., F.B.I.M., F.I.M.C., a past Chair- 
man of the Management Consultants 
Association, has been appointed a Vice- 
President of the European Federation of 
Management Consultants. 

Mr Maynard is managing director of 
Cooper Brothers & Co Ltd, management 
consultants, and a member of the 
Councils of the Management Consultants 
Association and The Institute of Char- 
tered Accountants in England and Wales. 


OBITUARY 


Mr John Dennis Russell, 
M.A., F.C.A. 


It was with deep regret that we learned 
of the death, in hospital last Friday, of 
Mr J. D. Russell, M.A., F.c.A., who was 
taken ill shortly before Christmas. He 
was a Council member of The Institute 
of Chartered Accountants in England 
and Wales, and senior partner in Binder 
Hamlyn & Co. 

Educated at Malvern College and at 
University College, Oxford, John Russell 
originally read law, and was called to the 
Bar in 1932. He was then articled to 
Mr C. L. Woolveridge, F.C.A., of Binder 
Hamlyn & Co, and became a member of 
the Institute in 1936. 


During the Second World War, Mr | 


Russell served with the Royal Naval 
Volunteer Reserve, attaining the rank of 
commander. 
Hamlyn & Co after demobilization, 
where he was admitted to partnership in 
1948. 

A former committee member and 
Chairman of the London and District 
Society of Chartered Accountants, Mr 
Russell had been a member of the 


S sr captor NG for audit, stock control,etc.carried out by 
pendent experts, quickly and efficiently 


ERNEST J. GEORGE & CO 


THE PROFESSIONAL STOCKTAKING SERVICE ' GARDALE HOUSE 122 GATLEY ROAD GATLEY CHEADLE CHESHIRE Tel. 061 428 6718 
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Institute's Council since 1961. His 
other professional interests included the 
Chartered Accountants’ Benevolent Asso- 
= ciation and the Royal National Lifeboat 
Institution. 


AN APPRECIATION 


Mr T. A. Hamilton Baynes, 
O.B.E., M.A., F.C.A., J.P. 


Following the obituary notice which 
appeared in The Accountant last week, 
we have received the following apprecia- 
tion from one who was a close friend over 
many years: 


So Tom is gone; our present gaiety is 
dulled, but happy memories remain. He 
was probably better known to his fellow 
chartered accountants than any other 
member of the Institute and, during the 
fifty years since he qualified, he collected 
a huge number of friends, admirers and 
fans. 

Mostly we got to know him through 
his brilliant lectures on share valuations — 
half hours as light as a soufflé but packed 
with wit and wisdom; the bane of the 
EDO, no doubt, but a welcome visitor 
in any examiner's office. Of course we 
had to beware of his practical jokes — at 
Christ Church, for example, warning of 
. the need to survive the znter vivos period, 
he commended to us the text ‘O Lord, 
let us know the measure of our days, that 
we may know how weak we are'. When 
asked the source of this apt quotation, he 
gleefully admitted that he had written it 
— himself half an hour before. 

The profession played a great part in 
his life. For 17 years he was a member of 
the Council; he wrote widely on account- 
ancy subjects; he was the senior partner 
in his firm. But his gusto for living led 
him into many interesting by-ways — as 
. a governor of a school and of a hospital, 
= as a JP, as a lecturer on every imaginable 
subject — female delinquency or the 
history of the picture post card, for 
example — lectures delivered to unlikely 
audiences in unlikely places; to daughters 


. of the American Revolution in a small 


town in Virginia, or to Fijians in Suva. 
He rejoiced in the tie given to him by 
the Natal articled clerks with their 'tick- 
bird' symbol when on his lecture tour of 
accounting bodies in South Africa. His 
. music was important enough to demand 
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two grand pianos in his Sawing-room. 
He was proud of his ability to catch 
trains by the skin of his teeth — a skill 
his companions found unnerving. His 
collection of Victorian toys (NOT for 
the children to play with) must be unique. 
The son of a Bishop of Natal and a 
product of Marlborough and Oxford, with 
his tall spare frame and ascetic build, he 
might well have been entirely at home at 
Barchester ‘Towers. But instead he 
chose our profession, enriched it and 
enjoyed it. To whatever he attempted, he 
brought interest and enthusiasm. He was 
the least mediocre man we are likely to 
know. We are grateful. E.K.W. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Members' Dinner, April 7th 


The next in the popular series of mem- 
bers’ dinners at Chartered Accountants’ 
Hall will be held on Saturday, April 
7th, at 7.30 for 8 p.m. Members are 
invited to apply for tickets for themselves, 
their ladies and other guests at a cost of 
£4 each, inclusive of wines at dinner. 

Bookings should be addressed to Mr 
M. H. Luke at the Institute, and will be 
dealt with in order of receipt. Country 
members are reminded that weekend 
rail and hotel ‘package’ facilities are 
offered by British Rail and usual travel 
agents. 


BEDS, BUCKS AND HERTS 
CHARTERED ACCOUNTANTS 


The Beds, Bucks and Herts Society of 
Chartered Accountants held another 
successful conference at The Pavilion, 
Hemel Hempstead, on January 15th, 
when the management of audits by the 
small and medium-sized practice was 
covered by lecture and in study groups. 
The attendance of 61 consisted of 
members in practice and their senior 
staff, under the chairmanship of Mr A. C. 
Glennerster, F.C.A., and the three speakers 
were Mr I. Macfarlane, F.c.A., of Kidsons 
Hallett, who talked about the roles of the 
partners in organizing the firm and each 
audit efficiently; Mr J. B. Holden, r.c.a., 
of Dearden, Lord, Annan, Morrish, who 
dealt with the role of management within 
the firm and the records required, and 
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Mr C. A. Parritt, A.C.A., of Fuller, Jenks, 
Beecroft & Co, who stressed the import- 
ance of staff training and described how 
this should be carried out, including 
identifying the specific needs. 

The conference was visited by the 
Secretary of the Institute, Mr J. P. Hough, 
F.C.A., who spent a short time with each 
syndicate, meeting the members. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The fifth of the session’s monthly meet- 
ings for Bible reading and prayer is to 
be held at 1 p.m. on Monday, February 
5th. The subject will be ‘Prayer for those 
we find it hard to like’ with special refer- 
ence to Matthew 5, verse 44 and Luke 23, 
verse 34. 

The City meeting will be held at the 
Church of St Peter-upon-Cornhill, Lon- 
don EC3 (entrance in Cornhill, near 
Gracechurch Street) and will be led by 
Mr John Risbridger. Buffet lunch will 
be available (charge 25p) during the 
meeting. 

The parallel meeting in the West End 
has been arranged for the same time at 
the Vicarage of Christ Church, 21 Down 
Street, London Wr (near Green Park 
Station) and will be led by Mr Russell 
Girling. Bring your own sandwiches, 
coffee provided. 

The annual dinner of the Fellowship 
will be held at the Constitutional Club, 
St James's Street, London Wr, on Tues- 
day, February 6th. The principal speaker 
will be the Rt Rev Stanley W. Betts, Dean 
of Rochester Cathedral. 


EUROPEAN COMMUNITIES 
ACT, 1972 


Correction 


We were advised by the Stationery 
Office, subsequent to publication of last 
week's issue of The Accountant, of an 
amendment to the schedule of items 
which are not available against third 
parties in default of publication in the 
London Gazette. 

The relevant passage should read 
'changes in memoranda and articles, 
changes in directorships, registered office 
addresses or winding-up orders’. The 
inclusion of ‘annual returns’ in this 
context is unfortunately incorrect. 
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AIDS TO THE ACCOUNTANCY PROFESSION 


CAN WE HELP YOU? 


Use our Computer and Advisory Services 


for Your Small and Medium-size Clients 


|] Sales Ledger and Credit Control 
| C] Management Accounts 

| | | Cost Accounts 

[| Regular Book-keeping 

|| VAT Service for Smaller Clients 


for Your Own Practice 


| [] Job Costing 
| C] Debtor Control 
| |] Accounts for the Practice 
(] Company Formations and Company Searches 








The above services cost from as little as £10 per month. 
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There are NO programming costs, NO capital costs, NO monthly minimum 
commitments. 


| ! 
For Value Added Tax we can also provide an advisory and Accounting Service. 
| > 


We are happy to discuss specific or general matters without obligation. Please 
telephone or write to: 
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ACCOUNTING INFORMATION DEVELOPMENT SERVICE 


46 BEDFORD ROW, LONDON WC1R 4LR 01-242 6752/4 
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RECENTLY PUBLISHED 


MANAGEMENT 
ACCOUNTING 
IN PRACTICE 


Although many books have been written on 
Management Accounting, there still remains a need 
for a PRACTICAL work on the subject which will 
nevertheless make the principles of Management 
Accounting quite clear. It is believed that this book 
should help the student and the Accountant in 
both aspects. ' 
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Publicity Without Freedom? 
Precisely Wrong or Vaguely Right? 
Changing Concepts of Management 


Revenue's Deputy Chairman on 
Corporation Tax Reform 


Preparing for VAT 
Policies on the Life of Another 
Minister's Ten Good Reasons for VAT 


ICA Final Examination Results 
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. Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 








All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 





TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES. The Luton College of 
the College Accountancy Prospectus (stating the examina- Technology and Metropolitan College now offer facili- 
- : I ties for integrated oral and correspondence tuition. 
tion in which you are interested) to the Metropolitan ONE WEEK ‘PEP’ COURSES - to assist students in 
College (A1), St Albans, or CALL at the London Advisory areas of weakness. 
Office, 30 Queen Victoria Street, London EC4N 4SX hiis. ipee ces an 2 aire ee - for 
è : l ive concentration o articular supje ° 
(01-248 6874). After office hours (5 p.m. Monday-Friday) For details of these, and other linked courses write to :— 
telephone messages are recorded electronically. Metropolitan College, St Albans. 
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Publicity without 


HEIR Lordships, into whose House a new Insurance 

Companies Bill was introduced last week, will be faced 
with an important constitutional issue. Much in the Bill 
will command widespread support, but the Government 
will need fully to justify the proposed investment of the 
Secretary of State with the power to require a company 
not to effect insurance business if he considers that anyone 
in control of or managing the company is not a fit and 
proper person to be associated with it. 

It may perhaps be argued that honest men have little 
to fear from the arbitrary exercise of such power. Is its 
conferment, however, either necessary or likely to be 
effective in increasing the protection of the insuring 
public? The cases of three medium-sized insurance 
companies are fairly fresh in the public memory. In the 
circumstances of the most recent, Vehicle and General, 
on what grounds would the Secretary of State have 
acted? The chairman was a chartered accountant and 
the managing director had spent his working lifetime in 
the insurance world. ‘here were divided views about the 
company among the members of the British Insurance 
Association, to which Vehicle and General was admitted 
during the period when these views were held. In the 
earlier cases of Pilot and of Fire, Auto and Marine, one 
can imagine what might have been said about racial dis- 
crimination if such a power had been available and invoked. 

Nevertheless, the main safeguard for the interests of 
insurance policyholders has in the past been the integrity 
and skill of those responsible for the management of in- 
surance companies. The principle underlying insurance 
company legislation has hitherto been ‘freedom with 
publicity’, with little interference from government 
departments except for the collection, scrutiny and making 
available to any enquirer of fairly detailed information 
about the operations of each company. 

Much reliance in regard to long-term (mostly life as- 
surance) business has been placed on the actuary. The 
Council of the Institute of Actuaries has recently advanced 
the claim that actuaries should have a similar role in general 
insurance business to that which they have in long-term 


Freedom? 


business. The Bill provides for the making of regulations 
as to the determination by the value of assets and liabilities, 
a new departure in legislation in this country. It is widely 
held that detailed control in such matters derogates from 
the responsibility of those signing the statutory documents, 
and may also lead, as in some other countries, to undue 
rigidity. 

The Bill will increase the frequency of supply, and the 
quantity of information coming into the hands of the 
Department of Trade and Industry. The Secretary of 
State will be able to intervene in the operations of a 
company, whenever established, to much the same extent 
as he can now do in the case of one authorized by the 
Department of Trade and Industry under the Companies 
Act 1967. 


It is welcome that power is to be taken to regulate ad- 
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vertising and the activities of brokers. ‘The ease with which 
some of the companies which got into difficulties were 
able to secure their business was traceable to these sources. 
At the present time, concern may also be felt at the quality 
of some of the advice which is offered on insurance matters 
in the daily and week-end newspapers. 

The way in which insurance legislation is prepared has 
been and remains unsatisfactory. Despite extensive private 
consultation, on the present occasion, with insurance 
interests, there has been little systematic public discussion 
of matters which are of considerable concern to the entire 
community. 

Since 1909, changes of substance in the insurance 
legislation have been made in 1946 and 1967; on the first 
occasion with little prior public discussion, and on the 


second with a new Part being precipitately inserted in a 
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Companies Bill already in passage through Parliament. 
The one comprehensive expert review, made after all 
concerned had had the opportunity of submitting evidence, 
was that of the Clauson Committee which reported in 1927. 
On one most important matter, the separation of assets 
for long-term business from those for general business, 
its recommendations are at last being implemented. The 
report of Sir Hilary Scott's committee, whose terms of 
reference covered a part of the field, seems to have been 
caught in a traffic jam in Westminster. When it does appear, 
there will at best be little time for it to be digested before 
the Bill is in the toils of the Parliamentary process. 

The danger with the present Bill is that, with such 
apparently Draconian powers in the hands of the Secretary 
of State, the public will be led to suppose — mistakenly — 
that the rule of caveat emptor has been suspended. 


Precisely Wrong or Vaguely Right ? 


NFLATION is with us as a fact of life, as it has been with 
most of the world's countries for the last 30 years. From 
. this week's interim report of the Barran Committee of the 
CBI on 'Inflation and company accounts', following the 
recent appearance of EDS on the same subject (The 
Accountant, January 18th), it is clear that under such 
circumstances the convention of historical cost accounting 
has few defenders. 

Sir David Barran’s committee, whose membership 
included 11 distinguished accountants, has given its 
qualified blessing to the views expressed in EDS as a first 
step towards a common objective. In its own words, it is 
‘conscious that the problems posed by the effects on finan- 
cial statements of changes in the value of money are so 
serious and pressing that they require urgent action' and 
finds speedy action preferable to a continuing search for 
perfection. 

There are no grounds — certainly none in recent experi- 
ence — for thinking that if inflation is ignored it will simply 
go away. Against the background of a 3 per cent compound 
rate of inflation since 1958 (quite sufficient, in its cumulative 
effects, to exercise a significant influence on long-term 
assets and liabilities) and a 10 per cent leap in the retail 
. price index between 1970 and 1971, accounts prepared on a 
basis of historical cost accounting alone present a misleading 
picture to shareholders, the Inland Revenue, employee 
representatives and management itself. 

Accepting — as the Barran Committee and the ASSC 
both do — that change is desirable, then the longer historical 
figures are retained as the sole basis of financial reporting, 
the longer will companies and the public continue to deceive 
themselves. If necessary changes are deferred, their even- 
tual introduction will be the more painful and laborious; 


meanwhile, the continuing erosion of real capital and com- 
pany earnings would lead almost inevitably to more critical 
difficulties. 

All this being recognized, 'Inflation and company ac- 
counts' nevertheless expresses some quite significant 


reservations upon the philosophy of ED8. Foremost under - 


this heading are the need for a sufficiently long period of 
time to be allowed for the education of all interested parties 
before any proposed mandatory standard of practice is 
implemented, and an assurance of its simultaneous adoption 
by all quoted companies. Several of the EDS proposals — 
including the choice of index to be used for adjustment of 
results, adequate expanatory notes, retention of the 'true 
and fair view’ concept, and flexibility commensurate with 
comparability — will require to be examined in detail. The 
need to resolve these reservations is seen by the committee 
as a first priority. 

In the context of the educational process, the CBI 
evidently attaches considerable significance to the simul- 
taneous adoption of inflation accounting as standard by all 
quoted companies — and, desirably, by public sector cor- 
porations. Attempts by individual companies to mitigate 
the effects of inflation by periodic revaluation of fixed 
assets, or making additional provisions for the replacement 
of fixed assets, are seen as ‘only temporary or partial solu- 
tions to a long-term and broader problem'; nor have the 
examples of such companies as Pilkingtons and Distillers 
in the UK, Philips in the Netherlands, or Indiana Tele- 
phones in USA been generally followed. 

The CBI is no less concerned at the prospectively isolated 
position of British companies in an international — and 
particularly European — context, until such time as inflation 
accounting becomes internationally acceptable; to this end, 
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consultations with appropriate representative bodies in 
Europe and North America also feature in the committee's 


programme of further work. 


As a mitigating factor, it is suggested that much of the 
possible effects of inflation accounting will have been dis- 
counted in advance, at least by professional investors. Thus, 
the minority of companies which do not at present receive 
full credit in their share prices for the allowance already 
made in their accounts for inflation may be expected to 
come into their own when others come into line; their 
prices will stand up while others fall away. 

The situation of subsidiary and associated companies 
overseas is a difficulty still be to faced. On the assumption 
that cross-rates of exchange may afford a guide to the 
relative degree of inflation in the countries concerned, a 
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sufficiently accurate result may be achieved by application 
of local indices of purchasing power, followed by conversion 


to sterling at current rates of exchange; but, in the words of 


the interim report, ‘anomalies will arise when . . 
rates are not representative of commercial reality, and there 
may be difficulties if representative indices are not available 
in the overseas country'. No doubt the committee is correct 
in its finding that most of the companies likely to be affected 
already have the necessary data and mechanics available; 
but, with respect, in the present context, such a finding 
scarcely satisfies the test of comparability. | 

To end on a querulous note, we cannot conceal our ——— 
surprise that 11 distinguished accountants should have ~ E 
concurred in perpetuating the hoary error of describing the — 
audit report as a ‘certificate’. Quis custodiet ipsos custodes? 


. Cross- 





Better Balance Sheets 


ETHODS of improving the con- 

ventional balance sheet are pro- 
posed in the research paper The 
Balance Sheet: What is its Function?, 
based on a study initiated by the 
research committee of The Institute of 
Chartered Accountants of Scotland. 
Data in a conventional balance sheet, 
it is pointed out, are not sufficient in 
themselves to provide a market value 
for the business. Aggregate balance 
sheets at an industry level can be 
obtained only if common unambiguous 
rules are individually applied, and 
accounting standards have not yet 
reached this stage. 

Within the context of valuation, 
the authors of this paper maintain that 
a fair picture requires information 
about future capital requirements for 
replacement. “Examples of future 
events relevant to the balance sheet’, 
they say, ‘are the changes required for 
the continued existence of a business 
and of contracts already entered into. 
Some of these have already to be 
shown, e.g., capital redemption dates, 
capital contracts and authorizations. 
But it is possible for shareholders not 
to be informed about the difficulties 
of finding funds for the necessary 
replacement of fixed assets until re- 
placement is imminent. Depreciation 
provisions do not provide liquid funds 
for this, unless they are specifically set 
aside. A business which uses deprecia- 
tion funds to finance the expansion of 


capacity may have to raise new capital 
for replacement. The example of 
replacement is only part of a much 
wider problem... .’ 

On the related question of equity, 
the paper proposes two kinds of 
equity to replace existing categories of 
nominal issued capital, reserves, and 
retained profit. These two new kinds 
of equity would be ‘basic equity’ and 
‘reserve revenue’. The former would 
be a minimum capital stake that must 
not be distributed without going 


through formal statutory procedures; 


the latter would be a post-tax reservoir 


from which dividends would be paid, — 
not on the basis of income in the — - 


immediately previous accounting 
period, but according to the current 
situation and general policy of the 
company and its future prospects. 
The authors of this paper are I. W. 
Symon, M.A., C.A., a lecturer at 
Dundee University; A. D. Campbell, 
M.A., professor of applied economics 


at Dundee University; and G. S. 


Lowden, M.A., LL.B., C.A., a practising 
accountant. Copies are available, price 
asp, from The Institute of Chartered 


Accountants of Scotland, 27 Queen — 


Street, Edinburgh EH2 1LA. 





Year of Consolidation? 


HE major purpose in taxation this 

year should be to remove imperfec- 
tions in existing tax legislation, accord- 
ing to the Association of British 
Chambers of Commerce. While the 
ABCC has favoured the general prin- 
ciples of tax reform in the last two 
Budgets, it feels the time has come for 
a pause in which to assimilate the 
major changes in the systems of per- 
sonal and corporate taxation which 
were enacted in the last two Finance 
Acts. : 

For the purpose of the attack on 
inflation, the ABCC supports the 
principle of controls on prices and 
incomes, but only as an emergency 
measure. It believes that it is essential 


that the rate of growth of the money 
supply must not be allowed to exceed 
significantly the rate of growth of 
productivity if the benefits of such 
controls are to endure. Evidence of 
Government's 
frequently the rates of taxation and 
allowances with a view to keeping them 
in line with the changing value of 
money, thus reducing ‘fiscal drag’, 
could make a powerful contribution to 
the halting of public expectation of 
ever-growing inflation. 

Other recommendations contained 
in the ABCC’s annual pre-Budget 
letter to the Chancellor include genuine 
free depreciation, mitigation of the 
corporation tax liability of small 
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companies because of their dependence 
on undistributed profits for capital 
requirements, removal of discrimina- 
tion against companies whose income 
is mainly derived from overseas, and 
extension of capital allowances to 


. commercial buildings. It repeats its 


strong recommendation that the sys- 
tem of capital gains tax should make 
allowance for the falling value of 
money, perhaps by tapering the charge 
for tax to zero over a period of time. 

On estate duty, the prime needs are 
stated to be a general reduction of 
rates, an abatement of duty in respect 
of business assets, and exemption 
from duty of property passing to a 
surviving spouse. These, it is sug- 
gested, can be better achieved by 
reform of the existing system of estate 
duty than by a change to a system of 
inheritance tax, with all the disturb- 
ance which that would involve to 
existing wills and settlements. 


English Institute's 

Examination Results 
TATISTICS released this week 
by The Institute of Chartered 


Accountants in England and Wales 
show that a total of 6,766 candidates 


. presented themselves for the Novem- 


ber 1972 Final examination. Of this 
number, 3,017 (44:6 per cent) passed, 
including two candidates who were 
successful in both Parts I and II. 


Six hundred and thirteen candidates in 


all were referred, including one who 


. attempted both parts of the examina- 


tion and was referred in Part I only. 

In Part I, the Robert Fletcher Prize 
for the first in order of merit has been 
shared between three candidates — Mr 
G. F. Dodd of Liverpool; Mr P. H. 
Fletcher of London; and Mr Andrew 
Shaddock, also of London. 'T'he Walter 
Knox Scholarship, in Part I, was also 
divided between three candidates — 
Messrs J. G. Jones, of Leeds, A. S. 
Khosla and R. A. Reardon, both of 
London. 

The first place in Part II, with the 
W. B. Peat Gold Medal and Prize, 
was won outright by Mr R. J. Wyber, 
of London. Mr M. A. Rudge (Birming- 
ham) was placed second in Part II, and 
Mr J. W. Edwards (Ipswich) third. 


A full list of the successful can- 


didates and summary of the results is 


published as a supplement to this 
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issue, and the first place prize-winners 
are referred to under ‘Student Round- 
about’. 


Certified Accountants’ 
Courses 


ARTICIPATION and discussion 

are announced as major features of 
The Association of Certified Ac- 
countants’ 1973 Courses Calendar. 
With this in mind, attendance at all 
courses is to be strictly limited, 
normally to a maximum of 16 members. 

Objectives of the Association's train- 
ing division are fourfold — advanced 
post-qualification training for account- 
ants in all fields and on a number of 
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topical and relevant issues; training in 
a range of general management sub- 
jects for accountants and other mana- 
gers; short practical courses to assist 
in development of managerial skills; 
and financial ‘appreciation and fami- 
liarization’ training for managers 
without professional education in these 
areas. 

Apart from a number of one-day 
seminars, courses will normally be of 
either two or five days’ duration, and 
will be held either at the Association’s 
headquarters in Bedford Square or at 
a nearby hotel. Full details of the 1973 
calendar are available from the Asso- 
ciation's training division at 22 Bed- 
ford Square, London WCiB 3HS 
(01—636 2103). 





Incentive Schemes Discouraged 


EAT Se PE TATION by the Inland 
Revenue of paragraph 5 of Schedule 
12 to the Finance Act 1972 has dis- 
couraged deferred share incentive 
schemes, in the words of the CBI’s 
Taxation Committee, ‘to a degree 
whereby it is no longer possible to 
expect employees to accept the terms’. 
Though no rate of discount is specified 
in the schedule, current Inland Re- 
venue practice appears to be based upon 
a discounting rate of 7 per cent, 
creating (over the maximum 7-year 
period for which the purchase price 
may be deferred) an artificial premium 
of between 25 and 28 per cent on 
acquisition. 

This anomaly is the first point of 
attack in the CBI’s technical Budget 
representations to the Chancellor of 
the Exchequer, the full text of which 
was released this week. The CBI 
proposes that the benefit of deferment 
of the share price should be evaluated 
(on a 95 per cent deferment of the 
price, which is likely to be an average 
deferral) on the basis of a 5 per cent 
discounting rate and a 5-year exercise, 
producing an issue price of 101 per 
cent, to make such incentive schemes a 
more realistic proposition. 

The number of employees in the 
Á2,000-plus category has multiplied 
several times since 1948 and it may be 
surmised that, if the rules of Form 
P11D were to be strictly applied, many 
tax officers would have time for little 


else. In pressing for a review of the 
threshold figure to not less than 
£5,000 — which would undoubtedly 
alleviate to a substantial extent the 
present burdens of both the Inland 
Revenue and the taxpayer — the CBI 
records its experience that ‘because of 
an element of discretion which can be 
applied by various Inspectors of 
Taxes . . . there are wide areas of 
divergence in the regional treatment of 
companies for P11D return purposes’. 

An 'overkill', it is alleged, has also 
been introduced by the Inland Re- 
venue into the application of sections 
29 to 31 of the Finance Act 1971, 
relating to self-employed subcontrac- 
tors. Burdensome quarterly returns 
are demanded from companies which, 
in the CBI's submission, 'are not 
intended to be within the scope of this 
taxing statute, but nevertheless are' — 
though in this respect, as also with 
forms PirD, interpretation by in- 
dividual Inspectors of Taxes varies 
considerably. The Chancellor is re- 
commended to exempt from the appli- 
cation of these sections companies 
'carrying on a trade other than that in 
which the main part is in the con- 
struction industry’. 

Among re-submissions from pre- 
vious years are an increase in the 
admissible value of luncheon vouchers 
from 15p to 30p per working day; 
availability of capital allowances for 
the conveyance and disposal, as well 
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as treatment, of trade effluents; and 
extension to all interests in businesses, 
partnerships or unquoted companies 
carrying on a trade of the present 
statutory right (under section 30 of the 
Finance Act 1954) to substitute for 
the original estate duty valuation the 
sale value of shares sold within three 
years after the death. 


Liquidator's Default 


ESPITE several warnings, and 
the hardening attitude of the 
Courts toward such cases, defaults by 
liquidators in rendering their statutory 
returns continue to occur. In the 
High Court this week, Mr Gordon 
Edward Richard England, A.C.A., of 
Bournemouth was fined {50 for failing 
to comply with an order to file returns. 
The order had been made against 
him in his capacity as liquidator of 
Robertshaws (Confectioners) Ltd, to 
which office he was appointed in 
1968. Mr England, who was also 
ordered to pay the costs of the pro- 
ceedings, pleaded that his default was 
an oversight brought about by pressure 
of work and illness. 

A statement issued by The In- 
stitute of Chartered Accountants in 
England and Wales last year (The 
Accountant, April 27th, 1972), drew 
attention to the serious and specific 
responsibilities assumed by members 
who accept office as liquidators. De- 
lays in such cases, it was pointed out, 
had caused concern to the Institute’s 
Professional Standards Committee, and 
were also ‘a regrettably frequent feature 
of cases dealt with by the Investigation 
and Disciplinary Committees’. 


European Co-operation 
ARTICULARS are now available 


of a staff exchange scheme, de- 
veloped and sponsored jointly by the 
English Institute and by the German 
Institut der Wirtschaftspriifer. It is 
recommended that participants (at the 
level of seniors or assistant managers) 
should remain abroad for at least six 
months, and should be given oppor- 
tunities of as wide an experience as 
possible of different types of work and 
procedures within the host firm. As the 
primary purpose is to further the 
participants’ professional develop- 
ment, it is envisaged that they will 
already be reasonably fluent in the 
alternative language. 
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The scheme lays considerable em- 
phasis on the importance of partici- 
pants (and, where appropriate, their 
wives and families) being well looked 
after at both the professional and 
the social level. The sending office 
would continue to pay the partici- 
pant's salary during secondment, and 
appropriate arrangements should be 
made in respect of accident and health 
insurance. 

Following a successful pilot venture 
at Wiesbaden in 1972, the joint liaison 
committee of the two Institutes has 
announced its intention of holding an 
Anglo-German seminar at Harrogate 
on June 14th and 15th, on the theme 
of "Ihe principles and practice of 
auditing in the UK and Germany’. 


Pensions Anomaly 
CCUPATIONAL pensioners 


who are due to retire within the 
next five years, it 1s feared, may be 
several pounds a week worse off 
for the remainder of their lives in 
consequence of the current restrictions 
on prices and incomes. This arises 





mennas 


Where has he got to? Mr E. E. Ray, 
B.Com., F.C.A., and Mr Alan Hardcastle, 
F.C.A. (right and left), Chairman and 
Vice-Chairman, respectively, of the London 
and District Society of Chartered Ac- 
countants, discuss with the President of 
the Institute, Mr Douglas Morpeth, T.D., 
B.Com., F.C.A., the non-appearance of Mr 
Victor Feather, who for many weeks was 
billed as the guest speaker at the Society's 
luncheon meeting last Monday at Char- 
tered Accountants’ Hall. A few minutes 
before the assembled company sat down, 
a message was received that urgent 
business precluded Mr Feather's attend- 
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from the common provision in many 
approved occupational schemes, re- 
lating pension to final salary or to 
average salary over the concluding 
five years of employment. 

Representations to the Chancellor 
of the Exchequer on behalf of the 
Institute of Chartered Secretaries and 
Administrators express dismay at this 
anomaly, and call for remedial action 
to prevent pensioners suffering, by an 
accident of date, a reduced standard 
of living for the rest of their lives. ‘The 
provision in paragraph 22 of the 
appendix to the White Paper (which 
allows improvements to be negotiated 
to pension schemes outside the pay 
limit) ignores the effect of current 
Inland Revenue requirements by 
which occupational pensions are tied to 
a maximum of two-thirds of final pay. 

Under such a scheme, the employee 
can qualify for an improved pension 
only by receiving a salary increase. 
If an anticipated increase of, say, £300 
due at January Ist, 1973, is blocked 
by the freeze, his pension entitlement 
would automatically be cut by {£200 
p.a. for life. 





E 


ance. His place was taken later by Mr 
Patrick Fisher, Manager of the TUC's 
Production Department. 

In the course of a sympathetically 
received and witty address, Mr Fisher 
pointed out that the primary purpose of a 
trade union was to defend and advance the 
interests of its members — if it were to 
operate in some other way it would be 
something less than a trade union. In the 
recent talks at Downing Street and 
Chequers there was — and there remains — a 
good deal of agreement on the objectives 
in combating inflation; the differences 
were on the methods which should be 
employed in achieving this. 
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Independence of the 
Auditor 


poc the expiry (on Janu- 
ary 27th, 1971) of the transitional 
provisions applicable to formerly ex- 
empt private companies, no company 
may appoint as auditor a partner or 
employee of one of the company's 
officers or servants. Recent comment 
by The Institute of Chartered Ac- 
countants in England and Wales has 
stressed the importance of observing 
this requirement in the spirit no less 
than in the letter. 

In particular, the Institute's In- 
vestigation Committee, it is stated, 
has several times found it necessary 
to consider 'various arrangements 
which could imply a lack of indepen- 
dence. In particular, there have been 
several cases of a member's name 
appearing on the letter heading of the 
firm as a consultant, while holding a 
directorship in a company of which the 
firm were the auditors. The Investiga- 
tion Committee considers that in a 
situation of this kind the auditor 
would not appear to be entirely in- 
dependent’. 
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Recognizing the wide variety of cir- 
cumstances which may exist in in- 
dividual cases, the Council is not at 
present contemplating the issue of a 
mandatory statement. Members should 
be aware, however, that the subject 
is under consideration, and thus avoid 
participating in any arrangement 
whereby their independence as audi- 
tors might be called in question. 


Taxation: Partnership 
Elections Revocable 


CCOUNTANTS have been re- 

quested by the Board of Inland 
Revenue to co-operate in allowing 
elections for the continuing basis of 
assessment (under section 154 (2) of 
the Taxes Act 1970) to be made 
early enough to prevent Inspectors 
of Taxes having first to make assess- 
ments applying the cessation and 
commencing provisions and then to 
revert later to the continuing basis of 
assessment. Such elections may arise 
where there is a change in the persons 
carrying on a trade, profession or 
vocation involving (a) a change in the 
membership of a partnership; (5) a 





Retailers and VAT 


ODIFICATIONS to the four 
alternative value added tax 
schemes for retailers, outlined in 
Parliament before the Christmas re- 
cess (The Accountant, December 14th, 
I972) are contained in a supplement 
to VAT Notice No. 707 now available 
from HM Customs and Excise. 
Retailers likely to be affected are 
those whose total taxable turnover 
for the year does not exceed {£50,000 
(Scheme 2) and those for whom 
standard-rated supplies are not more 
than one-tenth of total turnover 
(Scheme 4). The supplement also 
includes the amended alternative defi- 
nition of 'gross takings', under which 
supplies are included at the time when 
. acustomer's account is debited and not 
. necessarily when the account is paid. 
While this option may benefit traders 
. with a high proportion of credit 
business, it does not have the auto- 
matic effect (as does a figure of gross 
takings based on payments received) 
of relieving tax on bad debts; for this 
reason, in the words of the present 
supplement, ‘retailers should consider 


that carefully before electing to adopt 
it’. 

For the benefit of prospective 
Scheme 2 retailers — especially small 
shops selling a mixture of zero-rated 
(food, books and newspapers) and 
standard-rated goods (tobacco, con- 
fectionery, household goods and 
toiletries) - HM Customs and Excise 
has issued a further two-colour leaflet 
giving a simple step-by-step guide 
which, it is hoped, will be easier to 
follow than the necessarily more 
detailed information given in Notice 
707 and the supplement. The title of 
this leaflet is VAT — New Scheme 2 
for Retailers, and copies are available 
(in common with other VAT pub- 
lications and public notices) from local 
VAT offices, from any Customs and 
Excise office, or from King’s Beam 
House, Mark Lane, London EC3R 
7HE. 

Details of the VAT purchase tax 
rebate scheme are given in ‘Preparing 
for VAT” on page 139. This rebate, 
it is again emphasized, is available 
only to VAT-registered traders. 
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sole trader entering into partnership 
with one or more partners; or (c) a 
partnership being dissolved and the 
business being carried on by one 


partner as a sole trader. 


In the absence of election, the 
business has to be treated as ceasing, 
and a new business as set up and 
commencing. The time limit for 
making this election was extended 
from one to two years by section 17 
of the Finance Act 1971, and this has 
lengthened the period during which 
there may be uncertainty as to the 
basis of assessment for the years 
immediately before and immediately 
after the change. 

It is recognized that, in some cases, 
the decision whether or not to make an 
election is delayed in order to estimate 
more accurately the trend of profits 
after the partnership change. The 
Board think it might be helpful, and 
lead to an earlier election in such 
cases, if it were more widely known 
that it is the practice of Inspectors 
to accept revocation of an election 
under section 154 (2) provided that 
notice of revocation, signed by all the 
interested parties, is given before the 
expiry of the two-year time limit for 
making the election. 


Tidier Taxes? 


S ges year 1973 should be a tidying- 
up year 'devoted largely to the 
correction of detailed anomalies and 
inequalities in the tax system', ac- 
cording to the Institute of Directors. 
Addressing the Institute's annual pre- 
Budget letter to the Chancellor of the 
Exchequer, its chairman, Lord 
Renwick, submits that its proposals 
would involve no substantial move- 
ment in total tax revenue. 

In the field of corporation tax, the 
Institute is calling for wider avail- 
ability of advance corporation tax 
and an extension of the small com- 
panies rate from {£15,000 to £25,000 
(with tapering relief up to £50,000). 
On capital gains, it favours a percent- 
age allowance for inflation which would 
result in a nil capital gains tax liability 
on assets held for seven years; and 
exemption of corporate capital gains, 
unless machinery can be devised for 
imputation of such gains to share- 
holders. The present situation, it is 
pointed out, gives rise to an element 
of ‘economic double taxation’, and acts 
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Abig bonus for your 
self-employed clients! 


Time Assurance double the vesting bonus on their 
Personal Pension Bonds. 





Time Assurance Society announce an increase 
in bonus on their Personal Pension Bonds. 

As a result of the latest actuarial valuation, the 
vesting bonus is increased from £1 % per annum to 
£2% per annum of the basic pension. This means that 
in projecting the estimated total pension at pension 
age we can now add a total of 5% to the basic pension 
for each year up to pension age (interim bonus of 37; 
per annum plus vesting bonus of 2% per annum). The 
interim bonus also continues to be added after the 
pension has commenced. 


Amount of pension (to nearest £) for men retiring at 65 

paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 
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Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 





Cash option at 


Pension at 65 ` 
pension age 


Adjusted 


Tax-Free Total 
At age 70 | At age 75 |. Cash Sum | Pension 


at age 65 











estimated 
bonus 
£ £ £ £ £ £ 

























20 1325 4375 4574 4113 9743 3247 
25 1023 3121 3274 3428 6950 2316 
30 780 2185 2302 2420 4867 1622 
35 585 1494 1581 1669 3327 1109 
40 435 1002 1067 1133 2233 744 
41 410 922 984 1045 2055 684 
4 385 847 904 962 1887 628 
43 361 716 830 885 1730 576 
LE 338 710 760 811 1582 527 
45 315 647 695 742 1442 480 
46 294 588 633 677 1311 437 
47 273 533 574 616 1189 396 
48 253 482 520 558 1074 358 
49 234 434 469 504 966 322 
50 216 388 421 453 866 288 
51 198 346 376 406 772 257 
52 181 307 334 362 685 228 
53 164 271 295 320 604 201 
54 148 237 259 281 529 176 
55 132 205 225 245 459 152 
56 117 176 194 212 394 131 
57 103 150 165 181 335 111 
58 83 125 139 152 280 93 
59 76 103 114 126 230 76 
60 63 82 92 101 184 61 








If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 







































Time Assurance Society rates have always been 
considered good by those who know about personal 
pensions; this latest bonus increase improves them 
still further and of course it also increases the tax free 
cash sum available at retirement. 

For example a man aged 40 next birthday pay- 
ing an annual contribution of £300 can now expect 
a starting pension at age 65 of £3,008 per annum (an 
increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 
of £2,233 per annum for life. 

So do your self-employed clients a favour by 
giving them a quotation for a Time Assurance Pension 
Bond. 

You'll be doing yourself a favour too; our 
commission rates are realistic and take account of the 
cost of your service. 

Send the coupon below for complete agency 
details and a full set of rates for men and women at 
all ages. 


TO: TIME ASSURANCE SOCIETY 


56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


Manchester Office : 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299, 061-624 9955. 


Scottish Office: 6 York Place Edinburgh 1. Tel: 031-556 3895 


Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 
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INTERNATIONAL PROPERTY CONSULTANTS 


20 HANOVER SQUARE, LONDON WIR OAH. TELEPHONE 01-629 8171 TELEGRAMS: KNITEFRANK LONDON WIR OAH TELEX: 265384 (LDN) 


Knight F ait & Rudy 


For 


AUCTIONS and VALUATIONS 


of 


FACTORIES, PLANT and MACHINERY 





Henry Butcher & Co 
09/62 HIGH HOLBORN, LONDON WC1V 6EG 
Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 
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is a disincentive to the de-merging of 
inwieldy conglomerates. 

Amongst recommended changes in 
»ersonal taxation are elevation of the 
threshold of Form P11D from the 
presently unrealistic {£2,000 to not 
less than {6,000 per annum; amend- 
ment of the Schedule E expenses rule 
to allow holders of part-time or 
multiple directorships the expenses of 
travel to board meetings away from 
their normal place of business; and 
progression towards an ultimate target 
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of 50 per cent ‘as the overall rate for 
all personal taxation’. 

Present rates of estate duty are 
attacked, in combination with capital 
gains tax and high rates of tax on 
unearned income, as ‘one of the root 
causes of the abysmal failure of the 
Government’s policy to encourage 
capital investment at the corporate 
level’. A more lenient scale of estate 
duty rates is proposed, with extension 
of the principle of consanguinity from 
spouses to a wider class of relatives. 
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Computing Industry 
Conference 


ANAGEMENT information 

systems were not in themselves a 
proper justification for computing sys- 
tems, Mr A. R. K. Hardcastle, F.C.A., 
said recently. The provision of in- 
formation on a large scale was ‘ter- 
rifyingly expensive’, and it was 
doubtful whether any management 
information system could hope, by 





THIS IS MY LIFE 


The Axe Falls 


by An Industrious Accountant 


OR every debit there’s a credit, for every profit a loss. 

If A’s wrong is righted what happens to B? How far 
can the auditor shade his impartiality? 

A long time ago, as a newly qualified accountant ,I 
spent a year in charge of the registration department of the 
audit firm that employed me. ‘This involved acting per- 
sonally as the registrar for several companies which passed 
this function over to their auditors, and as the secretary of 
some few small associations. 

It was an enjoyable job, partly because the new responsi- 
bilities were accompanied by a rise in pay, partly because 
of the new individual freedom from changing teams and 
seniors. As registrar I handled dividend payments, share 
transfers, probates, and the usual sheaves of letters from 
confused shareholders who'd lost their certificates or 
warrants, and sometimes their heads as well. 

Once or twice I was contacted by the great, or nearly so, 
when some chairman harassed by his own internal pres- 
sures wanted some information urgently. Telling our 
switchboard operator to say I'd call so-and-so's chairman 
back as soon as I'd sorted things out for him boosted my 
status considerably round the office. 

Actually, registrar's work is easy as pie once one gets the 
hang of it. The point is simply that whoever holds the 
register of shareholders has all the answers. 

The association work, however, was quite different, with 
attendance at meetings and knowledge of protocol as the 
essentials. There were various committees of far-from- 
unanimous elected delegates retiring in rotation, minutes 
which were disputed as a matter of course, and needle- 
sharp chairmen quick to sidetrack opposition by appealing 
to the points of order. In contrast, they closed ranks 





immediately under the shadow of threats to their interests 
from government or corporation regulations and fell with 
ferocity upon opposition from angry citizens. 

One group in particular used to upset me. T'he members 
were successful, capable, and well-heeled; their raison 
d'étre was to maintain a stringent policy of retail price 
maintenance for their products. Their roving scouts spotted 
price-cutters and furnished appropriate evidence to a sub- 
committee, who tested the information and sent my firm a 
report. 

It then became my responsibility to summon the sinners 
and demand their defence. In they came, young and old, 
proprietors of shabby little retail shops in side-streets 
who'd sought to increase their turnover by welshing on their 
signed promises to maintain their prices. They came 
defiant or defeated, argumentative or apathetic, and 
generally guilty. 

They were also poor and pathetic. They promised not 
to do it again, or pleaded that an assistant had made a 
mistake. They knew that a cut-off of supplies could well 
ruin them; sometimes, when the evidence was overwhelm- 
ing, some elderly character would break down and tell a 
tale of years of hardship or heartache before he gambled 
all on getting away with it, and lost. 

I reported back to the committee, who carefully reviewed 
the past histories, broken promises, and wasted second 
chances. Infrequently, possibly depending on the phrasing 
of my report, mercy was shown, but more often the axe 
fell with regretful finality. No supplies; the end of the road. 

Ultimately I got out. It felt more like an executioners' 
job than an accountant's. 


rN 
AN 
HN 
A 


M 
Lu 


-AU 









itself, to be economically sensible. 

Mr Hardcastle, Chairman of the 
Software Houses Association, was 
speaking at last week's Computing 
Industry Conference. The computing 
industry offered two essential services 
— assistance in management operations 
by the efficient and economic pro- 
cessing of administrative and control 
. procedures, and management control. 

. He traced the development of the 
industry over the past ro to 15 years, 
with particular reference to the emer- 
gence of service bureaux, peripheral 
‘hardware’ manufacturers, the in- 
dependent software industry and com- 
puter consultants. 

He quoted a commentator who, 
two years ago, had remarked that there 
were only two certainties about com- 
puting; first, that the technicians had 
not got themselves into a state to be 
invested in, and secondly, that in- 
vestors had not got themselves into a 
state to invest in computing. Though 
there had been some truth in these 
remarks, he believed that the situation 
in the industry was changing, and 
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hoped that the present conference 
would make its own contribution 
towards closing that gap. 


Reprieve for the 
Sixpence 
HE sixpence, it has been officially 


confirmed, is to continue as legal - 


tender for at least another year. Its 
future will be reviewed again in 1974. 

Because the coin is not widely 
employed by shopkeepers and others 
in change giving, its use has declined 
very sharply since decimalization day, 
February 15th, 1971. There are now 
only 330 million sixpences outside the 
Royal Mint compared with 1,900 
million then, and many of this reduced 
total are not in active circulation. 
However, there is anxiety in some 
quarters that withdrawal of the six- 
pence at the present time could in- 
crease inflationary pressures, and al- 
though most of the representative 
organizations who replied to a survey 
undertaken by the Mint were in favour 
of abolition, almost all the 4,260 


ST EE Ue RRES MVP Uu DEUM OST PT 
i TM ws - VET A wy i " E: 4 (E We RA 198 T. t 
; i E es 


4, 


February 1st, 1973 


members of the public who sent in 
their views wanted to see the sixpence 
retained. 

Minting of a new 24p coin, in the 
Government’s view, would have only 
a slight and very temporary effect on 
the continuing decline in its use. 
Apart from ensuring that adequate 
supplies are available, there is nothing 
that government can do to influence 
the circulation of any coin above what 
emerges as its natural level. ‘The banks 
will continue to maintain stocks of 
sixpences and as before will issue them 
to their customers on demand. 


Pakistan Institute’s 
1973 Officers 


HE Council of the Institute of 

Chartered Accountants of Pakistan 
has elected Mr M. Yakub, s.Q.A., 
P.M.A.S., aS President of the Institute 
for 1973. Mr A. Hameed Chaudhri, 
F.c.A. (Lahore), and Mr Shafique 
Ahmed Qureshi, F.c.A. (Karachi), were 
elected Vice-Presidents. 
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MANAGEMENT INFORMATION 


Changing Concepts of Management 


N any developed society, management plays an increasingly 

important role. As a part of society, its attitudes and methods of 
operating must change as society itself changes. 

Concepts and attitudes that may have been appropriate in the 
past will not necessarily be relevant to the last quarter of the 
twentieth century. Nor is the turmoil that exists within society 
as a whole, which questions attitudes to authority and decision- 
making, going to pass management by. More and more it will 
find itself forced to come to terms with the remainder of 
society. Within the framework of such a rapport, management's 
task will be to determine what kind of organization will be 
required to cope with the changed conditions. 


The ‘scientific’ management era 


Scientific management is a concept of the early twentieth 
century. Engineers applied engineering design concepts to 
organizations and their control. Professor John F. Mee, in a 
paper presented to the annual international conference of the 
Society for Advanced Management which is published in the 
October 1972 issue of SAM's Advanced Management Journal, 
identifies the concept of ‘management as a system of authority’. 
Authority was evolved from the class structure and ownership, 
or from political systems. 

As a system of autocratic management, it provided a 
theoretical background for education and training in the 


professions and management. Its successful development and 
application in the United States was one of the factors which 
enabled that country to reach its present pre-eminence as an 
industrial country. In spite of its faults, it provides a system of 
building blocks that can be brought together to control large 
enterprises. From it were evolved some of the basic principles of 
management such as delegation of authority and span of control. 

The emphasis of the system and the role played by the 
manager in such a scientific or authoritative system of manage- 
ment can be set out as follows: 


Managers focus on: 
Centralized decision-making 
Reacting to situations 
Organization and control 
Destiny determined future. 


Role of the manager: 
Designs organization structure 
Delegates authority and responsibility 
Sets tasks for workers 
Determines the best way to work 
Hires and trains staff 
Relates financial incentives to work 
Provides close supervision over work 
Establishes close executive control. 


The manager designs his organization's structure around 
the concept of delegating authority and responsibility for 
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specific task: ‘to others; maintaining Strict fines of f authority. The: je as. inianagerteit E more d el SO ` 
ensuing sttucture assumes a pyramid shape with the manager at^ ‘the organization tends tò be grouped around -the required 
- the’ top and} the lines of authority. flowing down to other levels of -> objectives. People are Ks eed to achieve definite results 
managers, the levels: each containing more managers-as one:. rathér than perform s c activities. Human- resources and 
proceeds fürther down the lines of authority. of euch: a. ^ talents will be used to determine both the desired results and 
structure is that shown i in- EI igure no: x how they are to be achieved. ~. 
; : RNC E RE jj uu 7 Ui'Thisiis not to say that basic techniques or management wil ..- 
Figure CEN. l NE E a _ change. They will remain as a solid and established base-for thé ` ~- 
"The! ‘Authoritative’ ‘Management Structure i E practice òf mañagement in-any environment. What will change, . 


It is ‘suggested, is the over-all philosophy of management and 
^. how it is to be implemented. The emphasis of the system and 
07 "s the role of the manager set out below can be compared cd that 
used previously for the TURLOTIRALE cm - 
Managers focus on: 
s . JDecentralized decisionem Pol sed 
" Emphasis on "Proacting' to desired results > > - 
Objective setting and causative Hunang 3 
Organization shapes itself. Pp l matT 
Role of the manager: | - 2 
i ae Determines operational and strategic objectives - 
i Authority and responsibility are derived from the- objectives 
Staff are geared t to, work towards objectives 
Staff participate in determining methods of work. M 
Establish financial and personal incentives and self-commit- : 
UA UapEt oe Ne a de iue ment to results `. à 
THE TASKS od A 022 5 NU. f Control i is evaluated by results not activities. 
TE iE UR. E ar TS x In Sick a management system the pyramid is no longer icd 
Ihe. er controls such an organization by formulating “ ‘upon ‘the. manager. Instead, the apex of the ‘pyramid .points 
a structure of” performance standards for.each subordinate towards the ienlecayes of the iL as shown i in Fi igure 2. 
. manager; by requiring periodic reports of actual performance . | 
.tó compare. with those standards; and through intervening .: Figure 62 
directly where performance | is ‘below that required. In short, -` a The. ‘Results Oriented’ Structure 
the system i is seen às a science rather than working to rule-of- ` EET 
thumb; itis designed to promote harmony between individuals 
and a rather than discord; to induce co-operative effort 
rather- n individual actions; to produce maximum effort ; and 
. to develo! each man to the limits of efficiency and ERdSpenye 
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Work Group Units 
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C Deficie cies of scientific managemant_ ume 


Recent trends, however, question the validity of the’ concept of i 
managemęnt as a system of authority. Instead, management is ~ 
perceived| as a function invólved in participative. decision-.. 2 
making, centred around results rather.than activities. Nor: is: - 
the rigid hierarchical system necessarily-seen as the. best way of. - 
controlling a_ large-scale complex enterprise.: "Changing en-- 
vironment, complexities of organizations,’ and human yalüé .:. 
Systems, i it. is argued, require , a more ar résponse from the . 
“management system, . . A 
"Indee | instead of.an. organization dado reacting to the 
stimuli presented. by the environment, managerial decisions’ . 
begin, to' be-made in-the belief that: the organization can itself. 
_ determin the: shape of its future. Management. visualizes the 
image of the organization as it sees it in ten or fifteen years’ time ` 
and then! proceeds to make that image a reality by causative, 
planning! To do this, management needs to acquire the skills: © ^^ 7 25 > "m 
impii in ‘network-based - management systems, systems : i g TM a te ae n) 





analysis! and design, management science, and organizatiónal “Conclusions >. Kp. ROM qe 

dévelopi ent." . . | Rom. et .-. 7: Management is a` dynamic and viable disciplině. SeN 
"E P Ono et «7 ee) i managers. will be those that adapt the basic: principles of © 

Partici ative management ee o RN Ne management to changing environmental situations. The current - 


In the 7os. and beyond, the focus of. management. is seen as - trend is seen as motivating people towards the accomplishment - 
. moving ifrom organizing particular activities to the results: that ` of personal and organizational -objectives, in. order to realize 







' are deemed to be needed over; a period of tiri — given that the. ` personal satisfaction and financial reward: . pee 
-firm needs to achieve stated’ goals in the long-term, how are’ “In.this- process the organization will tend to ‘consist of a 
| those gà s to be achieved? At the same time, the social changes , hierarchy of work groups centred around specific objectives ~. 

which o in the transition from an industrial. based.society to: with all the people in the group participating in the nne 


| could be described as a service economy in a scientific organizing, and controlling functions facts of life to which. - 
ot be ignored. by: management. eee is many managera will find difficult to ai P 
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. In the Privy Council - November 7th, 1972 
. (Before Lord Rem, Lord Morris or. Bortu-y-Gest, Viscount 


* Death duties — Trust for benefit of wife and family — 
 invesled in shares in company — 
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| New South Wales Stamp Duties 


Commissioner v. Atwill's Trustees 


d 


DILHORNE, Lord SIMON or GLAISDALE and Sir RicHarpD WILD) 


Settled cash 
duty leviable on original 
trust fund or on trust fund at settlor’s death — Stamp Duties Act 


_ I898, section 58 — Stamp Duties Act 1920, sectton 102 (2) — 


Wheat Marketing Act 1920, section 11 — FAUNE s Compensa- 
tion (Amendment) Act 1920, section 4. 

"The settlor created, on November 27th, 1953, a trust fund for 
the benefits of his wife and family. After the death of himself, 
his wife and sons the trust fund was to be divided. The settlor 


. died on November 24th, 1965, and it was not disputed that the 
. trust deed contained a trust to take effect after his death, and 


^so was caught by section. 102 (2) (a) ot the Stamp Duties Act 

1920 of New South Wales. ; 
That section directs that — , 
'the éstate of a deceased person shall be deemed to include 
and consist of the following classes of property- ` 
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*(2) (a) All property which the deceased has disposed of.. 


t. 


` by a settlement containing any trust in respect of that property | 


~ to take effect after his death. . 

‘Provided that the property deemed to be included in the 
estate of the deceased shall be the property which at the time 
of his death is subject to such trust.’ 
"When the trust was created in 1 

t sum was invested by 
the trustees in the purchase of 20 shares in a company incor- 
porated i in New South Wales, and those shares were held by 


the trustees at the settlor's death. Their value then was $276,458. 


"The Commissioner of Stamp Duties claimed that, in assessing 
the death duty. payable in respect of the settlor's estate, the 


..20 shares were to be included in the dutiable estate, and he 
` assessed the duty at $124,938.06. If the shares were not to be 


included, the duty would be $47,012.02. The trustees appealed 
_ to the Court of Appeal of New South Wales, but their appeal 
„was dismissed. On appeal to the High Court of Australia: the 


trustees appeal was allowed by the rnajority. 


Held (reversing the decision of. the High Sou of Australia): 


., the assessable duty was $124,938. 04. 


_ Barry v. Hughes 


, In the High Court of Justice (Chancery Division) 


: December 1st, 1972 
(Before Mr Justice PENNYCUICE) 
‘Income tax:— Child allowance — ‘Full-time education’ — ' Recog- 


-~ nized’ establishment — Whether full-time instruction the same as 


full-time education — Whether educational establishment must be 

‘recognized’ — Income and Corporation Taxes Act 1970, section 
Io (2) (b) — Intensive training unit — Whether educational estab- 
lishment — Taxes Management Act 1970, section 56 (6). 


x 


^. ACCOUNTANT 


54 the trust fund consisted - 
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The earlier proceedings in d case were reported in The. 


Accountant, February 17th, 1972. At that stage Mr Justice 
Megarry remitted the case to the General Commissioners 
because they had based their decision upon ‘education’ and - 
not ‘instruction’, as required by section 1o of the Income and 
Corporation Taxes Act 1970, and because they had dismissed. 
the taxpayer's appeal on that ground and partly on the ground 
that the school in question was not a recognized educational 
establishment. 'T'he case was reheard and decided by the same 
General Commissioners, and it is with the appeal to the High 
Court from that decision that this report is concerned. 

The child in question, Michael, was rather backward educa- 
tionally and after attaining the age of 15 he spent two years as a 
day boy at the Sherwood Intensive Training Unit which is run 
by the Manor Hospital Management Committee. The question 
in this appeal was whether the Sherwood: Intensive Training 
Unit was a 'school or other educational establishment' for the 
purpose of section 10 of the 1970 Act; From the evidence laid 
before the General Commissioners at the second hearing it 
appeared that Sherwood was a National Health Service estab- 
lishment; that it was not recognized as an educational establish- 
ment; that it held no examinations; that there was no academic 
training except in history, geography and arithmetic for one 
hour every day or every other day; and that the emphasis was 
on factory work at which the child earned about £1 a week. 

Before the second hearing the General Commissioners con- 
sulted the Permanent Secretary of the Department of Education 
and Science and they received a letter from him in. which the 
above information was contained. 

It was contended by the taxpayer that the child d full- 
time instruction at Sherwood; that it was a school or of the same 
nature as a school and came within the phrase 'other educational 
establishment’. It was contended for the Revenue that Sherwood 
was not within the phrase 'university, college, school or other 


' educational establishment’. The General Commissioners de- 


cided in favour of the Revenue. n 
Held: the General Commissioners’ decision was correct. 


J. H. and S. (Timber) Limited v. Quirke 
In the High Court of Justice (Chancery Division) 
December 7th, 1972 

(Before the Vice-Chancellor, Mr Justice Pannycutcit) 


Income tax — Timber merchantt Carry forward of losses — 
Agreement for sale of undertaki s receiver to princtpal company 
— Sale to subsidiary company — Whether contract of sale of shares | 
by correspondence — Whether old company was beneficial owner of 
shares tn new company — Whether old company was carrying on 
the trade immediately before the change — Finance Act 1954, 
section 17. 


In 1965 the trade in question, that of timber merchant, was 
being carried on by John Hart & Sons Ltd (the old company) 


' which had incurred considerable losses. Its business was in the 


hands of the receiver and manager appointed under two 
mortgages. Another company in the same line of business, 
J. Glicksten & Sons Ltd, was interested in acquiring the busi- 
ness, but in such a way as to be entitled to oe old company’s 
carry forward of tax losses. 

Terms were arranged between the receiver and. Glicksten, 
the effect of which was that Glicksten should acquire the taxed 
assets, goodwill and tax losses of the old company at a price of 
£42,500; and that the transaction should be carried through by 
the incorporation of a new company, the sale of the assets to 
the new company for shares, and the purchase by Glicksten 
of the shares in the new company for £42,500. 

This arrangement was made by correspondence in January 
and February 1965, and the new company, the appellant com- 


February d 1973 di 

" +. ` 

- pany, was incorporated on. April rth, T s. It bad. an TEN 
capital of If 42,500 in {1 shares, two of which were issued for 
cash to nominees of the old company. 


On July 21st, 1965, the old company, by ; its receiver, cd 


to sell its busińess to the new company at the.price of £42, $00," 
' to be satisfied. as to £2 in cash and as to £42,498 by the issue of. 


its shares! On July 28th, 1965, the old company agreed to sell. 


' the 42,500 shares in the new company to J. Glicksten & Son’ 
(Hardwoods) Ltd, a subsidiary.of Glicksten, for £42,500 in cash. 
The. allotment and transfer of shares in | the new FOE took 
place on the same day.  - l 
By section 17 of the Finance Act 1954, a trade cannot ‘be 
treated as permanently discontinued, nor a new trade set up arid 
commenced, 
'. persons so engaged immediately before a change. . 9t 
l It was contended for the new company, the appellant com- . 
pany, 
^ July 28th, 


/ > 
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ase Tax Rebate Scheme. 






rebate of purchase tax (The „Accountant, November 23rd; 
il receive:during February a-copy. of VAT Notice No. 
ng out the detailed requirements of the scheme, and a` 
rm.. Registration, it will be remembered, is an: essential - 
condition to qualify for this purchase tax rebate, which will. be 
allowed'on a trader’ S first. Form VAT 1oo in the same way as, — 
input 


_ of the rébate claim form, which must be completed and returned 
to the 


Stocks of purchase tax paid goods on hand at close of business - 
on'March 31st, 1973, allocated, as appropriate, between the 


three current rates of tax (11i, 18 and 25 per cent) and the: 
rebate claimed on those goods; 
Stocks of purchase tax.goods on hand at close of. business on.’ 


March 31st, 1973, held on sale-or-return or similar terms; 


Total jstock (including goods not chargeable. with purchase f 


tax) on hand at close of business on March 31st, 1973; this. 

information need not be furnished when the amount of the. 

rebate claimed does not exceed £500; . . | 
Closi ig stocks as shown in the financial accounts of iie 
ess for the preceding two years, or, if the financial 
unts end on a date other than March 31st, three years; 
asis of valuation adopted for the stock ciae (e.g., (e 
lling price, tax-inclusive or exclusive); 
amount of rebate claimed. 
rting evidence need not bésent with the cla. Records, , 
sheets.and purchase invoices used as the basis of- the 








d verification and supporting evidence will have Io be 
d to Customs and Excise « on request. ' E? 
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‘if the [new] company is the person or one of the : 
. "It was accepted that the 


that this requirement had been satisfied, in that until, - 
1965, the old company was š the beneficial owner of all . 


GISTERED traders holding. oiy eligiblè aa 


: available on ee from local VAT offices. . 
- HM usos and Excise hab recently released farther details ^" ^ a a 


VAT Central Unit at Southend not later than ‘April © 
30th. The following information, it is stated, will be required: . Stock Exchange Business - 


- carrying ona business separate 


ould, however, be retained. Claims will be subject to^ 


mm 3. a P. 
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a hace: in. "hé new company, ‘cing A 42, T shares - 


issued. as consideration for the balè- of the business; and 
l accordingly’ there was identity for the purpose of section D. 


in the persons éngaged in the trade immediately before and 
-after-the date on which the new company had. acquired the trade 
‘from the old company,'i.e., July 21st, 1965. ` - 

"^. It was contended-on behalf of the Revenue that before that 
.date Glicksten had.acquired an enforceable right to the transfer 
of the 42,498 shares in the new company immediately they 


. should be issued; that.therefore the old company was never the 


"beneficial owner of those shares; and that accordingly there was : 


';no such identity before and after July 21st, 1965. 


.- The issue turned upon whether the correspondence in 

January and February 1986 contained a contract, in which case . 
d company was never the. ‘beneficial 

-owner of the 42,498 shares in the new company. > 'i| 

The Special Commissioners decided in favour of the. Revenue. 

Held: the decision of the Special Commissioners was correct, 


ot 


~ 
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Responsibility for ensuring the accuracy of the apes given 


i Mor stock on hand on March 31st rests upon the trader, and it - 


~ -will be for him to satisfy Customs and Excise that the methods 

- he has adopted. are satisfactory. Where a trader’s financial year ^ 
»ends'ón' March 31st and he has properly audited accounts . 
; made up to that date, it will normally be. possible for the ^: 
‘information: required for, the.claim to -be based on similar - 
"procedures: to those adopted for the purposes of the accounts. 

However, if the exigencies of the business make it impossible ~> 

fob ‘stock. to ‘be taken-on the day of March 31st, 1973, itself or. 


. . the work cannot be completed in one day, there would be no - 
= ‘@bjection‘to-the trader taking stock' on an earlier day; or over a 


number of days, if sufficient records of purchases and sales for 
the intervening. period are kept to enable an accurate adjustment. 


of the figures to be made. Nor would there be ‘any objection, ~ 


_if a trader is closed for business on Sunday, April 1st, 1973;.to. ~, 


his taking stock on that day. It will not norinally be necessary: 
to relate goods on hand to the actual receipt invoices, but evi- | ` 


` dence of the amount of tax borne by the goods will be needed. 


. Copies-of Notice No. 748 and the claim form will: also be — 


~ 


a H 


j EE guidance has been given, by. die Stock Exchaige, 

-T London, in‘ a letter to member firms; in. respect of those - 
parts of brokers’ activities which- are exempt from: VAT, such,- 
as interest. on loans; business done as a principal or rents 
receiyed. 

Commissions charged to; Overseas principals for- agency l 
services will bé zero-rated. Customs and Excise have indicated . 
that they may review the situation of brokers. resident in the . 
Republic of Ireland or elsewhere. overseas, if their-provision of. 
services to clients in the United Kingdom i in practice operates. 
so as'to distort the effect of VAT. l 

. If an associated member-is so remunerated that he is assessed | 


` to tax under Schedule D, registration as'a trader for VAT. 


: purposes - will not be necessary lec he is not regarded as ° 

om that of his firm, This will | 

- depend on the facts of each particular case. 

_. Enclosed with the letter were specimen contract notes showing 
how.thése documents might be designed to account for VAT. 
Meinber firms have been advised to check the design of contract 

. notes they própose to use, to ensure that it is acceptable to 
Customs and Excise. _ EE 
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. Portable Printing Calculator 


A PORTABLE, battery /mains printing calculator, claimed to be 
‘the first’ of its kind, has been introduced by Bosco Ltd, 8 White 
Hart Parade, Riverhead, Sevenoaks, Kent (Thorn Group). 


' . Called the Sharp Model 624, the machine is ideal for profes- 


sional use ag it has a traditional type of tally roll with fast 
printing in clear type face that requires no artificial aids to 
read it. 
-. Model 624 is finished in black and satin chrome with its 
. own black carrying case — very much the size and style of a 
transistor radio. Yet within this compact package is housed a 
full specification printing calculator capable of gross, discount, 
net type calculations in the working registers, with the additional 


convenience of a direct. percentage key. There is also a direct | 


entry independent memory and facilities for constant multi- 
plication and division; round up^or truncate; decimal point 
settings o, I, 2, 3, 4, 6, 8; indicator lights when the memory 
i$ in use and overflow/error checks. 

Other features of the machine include repeat addition and 
subtraction; automatic credit balance system; automatic clearing 
system; automatic spacing; power calculation; quick keyboard 


.entry with specially designed buffer register; simplified per- - 


centage calculation and floating input decimal system. The 
printing motor is a ‘non continuous run, instant start' type 
which means that noise level is at a minimum. 


There is a self-contained printing roll within the cabinet for . 


..éase of use when the machine is being manually carried and a 
facility to fit a big roll externally for extended use in the office. 
— The rechargeable batteries and the charging unit are: all self- 
contained, the only accessory being a simple mains lead to 
connect Model 624 to the power source when recharging is 


prem pene d: eme -* 
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Sharp Model 624. 
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necessary or when permanently i in use on a desk. À convenient 
battery level indicator is.positioned close to the keyboard and a ` 
micro switch automatically switches the battery off when the 
keyboard cover is closed. In addition there is a mains, switch 
for use when connected to a power source. - 

With dimensions of 91x22x8$4 in. and weighing under 


8- lbs, the calculator should be welcomed by accountants, 
: auditors, stock valuers, researchers, scientists, educationalists 


and businessmen in general as a means for producing | a 
convenient record of work done ‘on site’. 


~ 


A True Pocket Calculator 


A CALCULATOR which is a lot less bulky than a wallet or packet 
of cigarettes is truly a pocket calculator. Weighing 2$ oz. and - 
measuring s} x 21 x # in., the Sinclair Executive is a featherlight 
wafer of British technology which offers more than many desk- 
top calculators. Most certainly it should be considered by ` 
auditors, company directors and financial advisers as a very 
necessary little helpmate to be,carried by them at all times: 
The Sinclair Executive is a British production which has 


been brilliantly miniaturized so that only three tiny hearing-aid 


batteries ‘are required to give a life averaging three months. 
Adding, subtracting, dividing and multiplying (virtually in- 
stantaneously) are among many other features. These include 
automatic squaring, reciprocals, a fixed or floating decimal - 
point operation and a memory for locking-in instructions to 
multiply or divide repeatedly by a pre-determined factor — - 
which greatly speeds. a series of calculations with the same, 
factor, for example currency conversions or discount prices. 
Sinclair Radionics Ltd, of London Road, St Ives, Huntingdon- - 
shire, the buon qctu io have sufficient confidence in their: 
product to guarantee it for five years. At £79, this very portable 


‘machine should.be useful for accountants in practice and in 


industry. 


. New Twin Pedestal Desk 


SANKEY SHELDON' 3 new Type-3 500 twin pedestal desk is a ‘no. 
nonsense’ unit with clean modern lines and is available at a 
budget price; Its advanced H-frame design is modelled on 


' Sankey , Sheldon's recently-introduced Euroform  desking 


system, and features narrow profile pedestals suspended from 
the desk top — a Pen which has a appeal for open plan 
offices. 

The desk measures 1,400 mm. (55} in.) long by 690 mm. 


(271 in.) wide by 730 mm. (28% in.) high and can be specified’ 


in a wide range of 2-tone colour combinations. A front 
panel links the two pedestals, the left-hand one accommodating 


- two general purpose drawers and the right-hand pedestal 


providing a single deep file drawer. 
Price (Spenat upon quantity) approximately £40 Hans l 

tax. ; 

GKN Sankey Ltd, |, Albert Street, Bilston, Staffs. 


~ 


Control of Paperwork f 


A New audit file for accountants has been produced by Stanley 
Gibbons Products. Simple and efficient, it is designed to help 
accountants solve the problem of controlling sets of paperwork 


relating to many different accounting matters. Keeping this . 


paperwork in order has formerly been a time-consuming task, 

but with the new Gibbons file it should be easy. 54 
The file is made of strong manila with a spring spine which 

can be pulled open easily for filing and sorting. Once the 


file is closed the papers are held firmly in position. 


Further details are available from Stanley Gibbons Products 
Ltd, Sarehole Road, n B28 8EE. : | 
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n POINTS OF DIFFICULTY. x DESIGNED SPECIFICALLY 
PE EXPLAINED AT. END OF FOR STUDENTS. E | 
» "d ^. X COVERS ALL EXAMINATION * INCLUDES NEARLY : 20: i] 
o xs LE AP cuf S. QUESTIONS" SET BY. 
IB P 257 « 3 BODIES . | 

VN MVP Designed primarily for students, this book has bus Written with 8 

: px Sui E .. lucidity not generally associated with law books. The student.so 
| © i frequently experiences. difficulty i in understanding the complexities ~ : 

d PAGES. "v ^. of law that a book written as: far-as possible in simple: language -. 
RON N should be of réal value; while the lawyer, accountant and company _ 

oe + executive,. who have need of an easily-read book on company, law;: 

will find the work a useful source of reference. > |». : 


^ 


-PRI CE £ 3 8 bI net -— € The author has written more than a dozen books. on ‘subjects. | 
£4 IO including. T relating to ‘companies and has lectured extensively in this. field for- 
. Bo tan d; p acking many. years, apart-from- contributing: hundreds of articles to: the : 

i .. 1 professional and'national.Press. He has been associated with a - 
E the U.K. :.: . s "number: of recommendations: made to Government Committees 
i 4 25 Overseas. Es xd prona bodies. we EE A. 
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Slowly, but surely, the familiar scene of the 
City of London is changing. The monster 
tower block in the plcture is more than just 
another building. It is the new home of the 
f Stock Exchange, es seen from the steps of 
the two hundred year old Manston House. 
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The written word and the illustration are the means of recording the events both great and small 
of our civilization. The Staples Printing Group is privileged to be concerned with the task of — 
converting them into the printed page, for books on every conceivable subject, periodicals, 


reports and accounts, catalogues and directories. ; 
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EFORM. of corporation tax had more than one 

objective but there was one-which predominated over the 
others. Put in its simplest terms, the main motive behind the 
corporatioh tax change was that from the very outset, from 1965, 
the Conservative Party had been opposed to tlie classical systenr 
of corporation tax which was then introduced, their objection 
being based on their view that the change was likely to prove 
economically damaging. The Conservative Party’ s view on this 


matter did| not change during its period in opposition, and when ~ 
the Party; jene to government in 1970 it saw it as a major | 


economic 


SEE in 1965. 


In his 971 Budget speech, the Chancellor of the Exchequer . 
expressed this view with great clarity, and it is important to 


recall some of the words he used. He said: 


"Thé main reason why we regard it as essential to reform the 

" presentjstructure [of corporation tax] is that we are, and always 

have been, opposed to the substantial discrimination which it 

entails in favour of retained as opposed to distributed profits. 

` This innon distorts the working of market forces and 

so tends towards the misallocation of scarce investment 
resour. 


i "The present system makes it difficult for companies that. . 
need to raise equity capital from the market. And it lessens the : 


pressure of tbe market and the shareholders on the efficiency 
of the company and on the profitability of new investment. 
But. there is another and very important reason why I-am 
convinced. that the.change must be made. The particular form 
of corporation tax chosen in 1965 required very considerable 
anti-avoidance measures in respect of close companies and this 
has led to a great deal of complex administration with little 
advantage to anyone. 


"Welhave therefore been considering a ganar of forms \of 


company taxation which would remove these objections. The 


conclusion we have reached is that the present system of 


corporation tax should be replaced by one which would be 


neutral as between distributed and undistributed profits. On , 


domestic grounds our preference would be to secure this 
result by a two-rate system of company taxation. . . . The rates 
of tax|could be so fixed that the tax burden on distributed 
‘profits, taking income tax and corporation tax together, would 
be at;the same level as the corporation tax alone on undistri- 
buted | profits. Among other advantages this method would 
,, reduce considerably the regulation to which: close companies 


^ are subject, and.it would allow a treatment of overseas income: 


which believe would be fair and reasonable. . . . I believe that 
this reform will do much to revive equity investment and with 
it the ealth of our economy.’ 


j 


` European developments 


The se nd objective was to bring company taxation in the 
oin] ra gdom more closely into line with developments in 
Europe,| both actual and prospective. This was recognized at 
` the outset; in the Budget speech from which I have already 






The substance of a talk given recently to the British Branch 2 the 
Internati nal Fiscal Association. : 
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bjective to reverse what were regarded as the mistakes l 


system ‘and an imputation system’ and made the point that 
developmerits in Europe would be a factor which would affect 
it. It was clear that, as intending members of the Community, 
any changes 1n the United. Kingdom had at least tó' have careful 
regard to the. likely direction of change in the Six. 

The difficulty about keeping in step with developments in 
the Six was in 1971. — as to some extent it still is — that those 
developments are by no means certain or clear-cut. Indeed, one 
of the problems about company tax harmonization in the 


Community is that even the existing members of the Six can ` 


effectively produce between themselves types of company tax 
which span the whole spectrum; it is consequently very difficult 
to produce a basis for harmonization which does not appear to 
award ‘a victory to some members of the Community at- the 
expense of the others. Looking at the situation as it was on 
Budget Day 1971, the French had a credit or imputation system 
of corporation tax to which they had changed as recently as 
1965. 'The^Germans had a two-rate system which had- been in 
force since 1953; the Dutch: and the Luxembourgers had 
clàssical systems of corporation tax, and so had the Belgians. 
The Italians had attempted to put a credit system of corporation 
tax through their Legislature but had failed. 


' Artificial barriers 


This diversity of approach amongst the member countries 
Commission for. two main reasons. First, it is an essential 
principle of any common market that ‘amongst the participating 
member countries there should be no artificial barriers to the 


free flow of the factors of production; and this, of course, 


includes not only raw materials and labour but also capital for 
industrial expansion and development. Not surprisingly, there- 


fore, the free flow of capital is one of the explicit: provisions of | 


the Treaty of Rome. But however liberal the member countries’ 
exchange control provisions may be, there cannot be said to-be 


a free flow of capital if the taxation systems of the member - 


countries have, for example, the effect of creating artificial 
barriers to investment by a resident of country A in shares in a 
company which is resident in country. B; and this, indeed, is 
what the programme of tax harmonization in the Community 
is all about. The second embarrassment to the Commission is, 
quite simply, the difficulty of putting forward proposals on this 


matter which avoid the appearance of awarding victory to some ` | 


at the expense of defeat for others. 

It was no doubt-considerations of this kind which led thi 
EEC Commission in 1969 to ask Dr A. J. van den Tempel 
(formerly Director-General of the Netherlands Ministry of 
Finance and for’ many years chairman of the OECD Fiscal 


Committee) to consider the problem of company taxation in the 


Community and to recommend what system would be most 
likely to. be neutral in its effect on the willingness of investors in 
one country in the Community to invest in companies in another. 


- 





. quoted the Chancellor referred to the choice-between a two-rate `. 


of the Community was no doubt embarrassing to the EEC | 
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2" you àll: ns Dr van idea empila came cut í in favour of d. P n E ihvestrüent ue were running: at, oe iate 
A elassical corporation tax systém. for adoption as the common “of 3o. per cent on plant and machinery: This.meant that in '' 
form. company: taxation system in the Community... ^. suitable cases a company could haye. distributable: profits equal ~- 
This was- not, however, the ‘end of the; matter. It seemed to 30 per « cent of its annual capital consumption. before it became .; : 
? pretty clear in us 'that-Dr.vari den Tempel’s recommendation _ liable to any tax, and those profits could be distributed i in the. 
X was unlikely to be acceptable to the French.and the Germans; form-of:net dividends ‘which purported to-have had income tax. 
of and- although"it was widely. accepted that he had produced’ deducted’ from them: In appropriate- circumstances ‘this tax ' 
f strong arguments in favoür of the; neutrality of the classical. was repayable; and the arrangements were open to manipile- 
';system in relation to inter-country investment — the information: tion:ss.a result of which tax was repaid on a dividend of this. . 
gorand - expressions of opinion coming to us: from our friends in, ‘kind circulating within & group of companies, ... i 
,- "Europe suggested that his arguments would not be likely to. By any standards this situation was: unacceptable; df wé had ` 
* as ‘prevail over "political considerations. In, these circumstances, not moved over to a. corporation tax: system in 1965 T NAE 
e ^» vthére: was plainly no reason for. the UK: Chancellor i in 1971 to. would, have had.to be done about jt. Its importance now. 1s . 
defer à statement-of the Government's view. on -the right kind’ simply that it exemplifies the way in. which special tax, reliefs: 
‘of corporation -tax for this ‘country in the future, at least a8 a, which.are intended to serve entirely, desirable economic : or 
2 ‘basis for public consideration and consultation. . >>,- 7 social. objectives — such as increasing thé level.of economic... 
|2*5-The third objective of the change was: to simplify company .: activity, either nationally’ or -in particular , regiohs,- can. be, ^. 
ie "taxation, an objective which -Ministers and officials are con-- ábused and thus discredited if they are grafted on to a company: i 
.^* ztinually under: pressure.to achieve. One of tlie main reasons for. ,tax system which. is basically softatthecore. | 
H =the changé was to reduce the, incentive for close companies to :' _ ‘The,second case is, of course, that-of dividends: ‘paid out ot : 
. retain profits father than distribute-them, and thus to remove " profits ‘which a United’ Kingdom company ‘has derived from. - 
ilUs the: need for.á large par£.of-the regulatory system for these- countries abroad where the rate of taxon profits is as high as, ~ 
| **-.companies which had been codified and éxtended ‘in 1965 and = or higher than, our-own: In these cases any United: ‘Kingdom. 
"which was generally thought’ to’ impose. Aa. Day: burden on, tax on the profits is wiped out by. credit for the- foreign tax and . 
* “companiés' and their tax advisers. ^ ` ^, .: the question is how to treat thé. net dividends in the hands- of 
: “a It was a secondary objective that the : new ‘system should. so: the shareholder. The answer to this problem’ beforé 1965. was, - 
far as possible be simple to operate; that once the transitional of. course, éntirely. ad. hoc — in: brief, “repayment of'tax to:à 
"provisions, were worked through, it ‘should involve: no great - shareholder:was limited to the net. United Kingdom rate of tax 
D upheaval” in the pattern of.tax payments. by companies :or borne Dy the company on the profits- out-of which: the distri- — 
` receipts by the Exchequer; and that the new system should so — bution.was being-made; but in cases where there "was no 
far as possible be proof against avoidance and distortion because . question of repayment there wás. no -comparable` restriction, on 
of the soundness óf: its main structure and, should not require the'extent to which the shareholder ` ‘was treated. as having had, 7 
ae fs extensive ring of special provisions ; to--secure -this result. `- standard: rate income tax paid on the dividend on his -behalf. ` 
s A change in the company tax system is by any standards a. -In othér words, in the'case of widows and orphans, charities’ 
"major: upheaval in the:cómmercial.life of the nation and: it.is ` and other gross funds, the restriction had some bite; for share- ~ 
= "right that the administration should to: the very best of its’ holders:whosé marginal rate of tax, on the dividend was at least 
ability :seek to. secure the advantages which‘ it ‘expects to: flow: ; equal to the standard. rate of income tax, the restriction had no 
. from the change while minimizing the frictional costs, disturb- .- bite at al.. When. one-remembers that the calculation of,the net 


~~ 


, ances and distortions to which it gives rise. T 107. vo United Kingdom rate of tax borne. by the company, on the .:; 
hs NE ó. de a te Sa e. “profits. being distributed was a complicated, matter, that thé true ~ 
Xx “Main problems :. "C MES XU EE CES TU oe rate for -any year was normally arrived at only some’ years in. 


pu susc doma ofla TAR roblems which: arose arrear, and that the application. o£:the-reátrictión to the affairs 
EL. B f rhe ii Bs ‘change: These were ` of particular's shareholders was itself a further laborious complica- E 
. of two kinds: those which affected the;structure of the tax and ae it IL be seen that" the answer. “adopted to this. problem. 
made e'sense, ;*'5 *- ' 
= aiite v reda 8p d: classes ol maraya a aca ' The weaknesses in the. pre-1955 sytem of company. taxation . 
The first of the strüctural or, ceil problema was, of course, which ‘these ha situations -exposed: weighed heavily with | 
^ - e very simple one whether-or-not the UK. was to continue to' ud de Aram dep them : the d ee revised system 
- Have a corporation tax'at all; whether Ministers were prepared . RE Ene nadar A to introduce should remain a corpora- 
-in some circumstances. to look through the company: to the - tion: tax system: which, while reducing the burden: of fax ori. 
: : : ‘shareholder, or whether they were to continue, to regard: distri-- - distributed profits; would still incorporate a line of demarcation . P 
; butions. in the hands of a shareholder as a new source of income ` between the tax on the profits-of the. CompAny and the tax on ` 
a to tax in its own right. The limiting case by which one- - the. dividends oF the shareholder. "Lx 
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_ answers this question is, of course, the situation. where dividends -> S Maa Ki 1 = 
X are paid out of- profits on which for one réason or. another no Choice | óf. system -. AE E 5 a ee ee 
: ax, has ‘reached,’ or ever will reach; the Exchequer. | "'^ Having rejected a return to the: kind of. corporation. tax ini Ed ; 


« In looking at. this matter it is- necessary to recall-a little of the ` before 1965, or any variant of it, the quéstion for Ministers was 
E ES ound. Before 1965, companies weré subject, to'a two-tier what form of corporation -tax, more favourable: to distributed 
th income tax and (subject fo certain ábatements) profits profits, should replace the i965 classical system.: Given the 
po were-chargéd.on all profits whether, distributed ‘or not. "need to- Keep in step with- Europe there were. only: two- real 
-*Dividends were paid net of income. tax and. were treated in the” . possibilities — a two-rate system which’ would in' effect'amount 
- "hands of shareholders — with one major exception —asincome on. -to an adaptation of thé German system to. United- Kingdom“ 
Which income tax at the standard: rate a already | been paid. conditions; and an imputation system, which would be asimilar.. 

+ The weakness of this'systém was demonstrated in two kinds - “adaptation of the systém in force'in France. ‘The choice between | : 

of case where, in fact, dividends were being. paid out ‘of: pron these twó systerns turned on foür main factors; ' .: z 
which weke effectively exempted from United Kingdom. tax..: ‘First, there were the économic considerations. F or ‘example; . 
— The first case was the investmént allowance &ituátion to Which there is a good deal of academic literaturé ‘about corporation 
the Public: ‘Accounts Committee, drew - attention. in-the. early... tax pin E = tiafi is to say, oe andi to what extent piri 
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tion tax is E forward into prices’ Or. buses on to CAM 
If there were reasons for believing that corporation tax shifting’ >, 
takes place to any significant extent, then the degree of shift: 
might wellibe more serious under an imputation system (where 
all the tax jon profits, whether distributed or not; is. described 
as corporation : tax) than with a two-rate system where ‘only . 
part of the; tax is so described and the remainder is lainly the 
shareholder’ s tax, In the result, we came.to the conclusion that 


this factor:was neutral as between the two systems, but it was ` 


nevertheless one of the economic considerations which we 
looked at with care. 

Second, there were the balance of. ‘payments effects and other 
international implications; for the present purpose this resolved 
itself intolthe question whether one’s bargaining position during ` 
the process, of re-negotiating. double taxation : ‘agreements: (a 
necessary, consequence of any major corporation tax change) 
would be! jetter with an imputation system than with a two-rate . 
system. This question subsequently: played a very large part in, 
the public discussion which followed the publication of the 
Green Paper [Cmnd 4630, The Accountant, April 8th, 1971] 
on Budget Day, 1971. Much turned: on the well- known un- 
willingness of the Americans in the past to conclude double. 
taxation a eements except on the basis of reciprocal rates of ` 


withholding tax on dividends flowing between the two countries 
notwithstanding that the, other country might have a Signi- , 
ficantly.lbwer rate of taxation on distributed profits. It is not, 


of course! |possible to say whether we. would have got adequate 
. terms under a two-rate system or whether they would have 
been less favourable to us than those which in due course we 
shall get with the system we have in. fact adopted. For this 
purpose the adoption of the imputation system is the safer and 
' more cautious course to adopt,"if only because that course: 
leaves one free to take whatever fürther steps in relation’. ito. 
dividends, flowing abroad seem to be needed to'improve one 3 
bargaining. Position, if that turns out to be dress | 


' Sound and watertight : 


Third, there was the important need to make the-new system 
watertigh . I have already said that it was one of our objectiyes 
‘to ensure that any new corporation tax system would be sound 
at the e and would not need to be buttressed’ bya whole 
range of jad hoc peripheral anti-avoidance provisions. ‘Those 
who have read the evidence which the Inland. Revenue gave to 
the Select Committee will have seen the various aspects of this 
' consideration’ described under the general heading of ‘integrity’. 

"The short point is that this is, on the face of things, one-of the 
main differences between a two-rate system and an imputation ` 
system; ander the latter the tax credit forms a bridge between 

e tax affairs of the company and those of the shareholder and 
` this may well be open to exploitation. 

To put the matter in another way, it is only if, as the Select 
Committee firmly- recommended, one adheres. ‘firmly to .the: 
- .need for} an advance corporation, tax that the system remains 
watertight; the existence of the advance corporation tax as.a- 
focus for pressure (e.g.,.to-set excess allowances, losses, surplus 
. credit fot overseas tax and so on against the advance corporation ' 





tax in circumstances where' there is no liability to mainstream - 









tax) suggested in. 197x that-the imputation system might be- 

more erable to long-term pressure than. the two-tate 
system,! No doubt the passing of the years: will show whether 
or not that view: was correct. 


Fourth; there was again the Gestion of: siraplicity. We were 
anxioug that the legislation to.introduce the new system should 
be as simple.as possible and that, once introduced, the system 

. itself should be readily cornprehensible.by taxpayers. There ~ 

is no ddubt that an imputation system of corporation tax i$ a ` 

pood d s more complicated to, present and ‘to.understand than 
e re 


^" 
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, rate of tax bórne by the company on its profits (i.e., the average 
rate of mainstream. corporation tax under the system we are to . 


ively simple structure: of a two-rate corporation tax 


pr ' a 
xis a vtn tax on dividends! "Tis i is not, of course, a 
consideration of very great weight and that is’ why, I put it 
last; but it.is a consideration; and one to remember at a time 
‘when: there i js continuing oe on Ministers to simplify the 
tax system. ` Er S 


TN 


- Conflicting: evidence E 


As you will see, of these four factors the first (deis economic 


impact) is neutral, the second (international implications and 
‘ the effect on double taxatión negotiations) favours the imputa- 


'tion system ; the third and fourth (the integrity of the system, 
and its simplicity) point.towards a two-rate system. Given no 
clear lead from Brussels, it was.in the circumstances under- 
standable that Treasury Ministers took the view in 1971 that 
their preference on domestic grounds ~ "and they were careful 


“to express it in that way ~ was for a two-rate system; but, as 


- you all know, in putting the matter forward for public discussion 
-in the Green Papér they were careful to’ make it clear that the 
imputation system was by no means ruled out of account. ' 

. Under either system. of corporation tax it was, of course, 
clear that the major problem which had to be decided was how 
to treat profits earhed by United Kingdom companies in high- 
rate Countries abroad; in the course of constructing the new 
corporation. tax no problem: was considered at greater length 
than this, nor. with more-sympathetic.care and attention. 

The essence of the problem can, of course, be very .simply 


. stated. Under-either 4 two-rate system or an imputation system 
the effective rate of tax borne by the company is 50 per cent on 


undistributed profits and 20 per cent on distributed (to take 
the illustrative rates which have been used in the past); what, 
therefore, is the limiting rate of credit for overseas tax? One way 
of answering this question is to ask what it is that a company 


‘distributes when it pays a dividend; in most cases this leads you 


to the answer that a dividend is paid out of an.undifferentiated 
pool of profits, some of them earned at home and.some of them 
abroad, and this leads you on to the proposition that the 
rate of credit for foreign tax ought to be the average ` 


have) in the accounting period to which the distribution relates. 
The equity, — not to say the justice — of this proposition is, in 
my view, beyond question and the arguments for its adoption i 


- were very strong. Nevertheless, Ministers were anxious to 


recognize that their reluctance to return to the | pre-1965 5 system, 


which ‘meant in practice a refusal to.allow excess credit for _ 


overseas tax to spill over against the shareholder’s tax, ought 
if possible.to be balanced by more generous rules for crediting 
overseas tax against United Kingdom tax. In putting. forward ^ 


. the proposals in the Green Paper they therefore accepted that 


so far as. possible distributions should be treated as coming 


out of UK profits, overseas profits being accordingly treated as. 
`, put to reserve with the consequence that the tax on the overseas : 
profits could be set against United 

‘charged at 50 per cent. The extension 


dom corporation tax 
of overspill was a'sub- 
sequent stage, and I refér to that later. l 

With these main problems decided, at least as a basig for püblic 
consultations, there. were a number of sectional problems:to be - 


disposed of. 'T'he most important of them was undoubtedly the 
- treatment of close companies. Ever since the early twenties 
there had, of course, been rules for regulating the extent to 
„ which profits could be merely accumulated in closely controlled 


‘companies with the objective of reducing the surtax liability of - 
the proprietors, and it was plain that some such rules would 
continue to be necessary; the real próblem was to make them 
significantly less burdensome. For this purpose the significance 
of the change of system: was not that the.tax, would become 
neutral as between distributions and retentions; on the assump- 
tion that the proprietors of close companies were liable to surtax , 


~ 
, 


EN 
; 


- 
` 


$ . E ` ` 
r ^ 
^ 1 , 1 
` a y F7 ‘ cá 


ACCOUNTANT February Ist, 1973 B 


e ` - 
re x ` 
: ` " ` + n - n ` > 


ata cols rate this would not: is the case, even iiie Bil. The new O of etendadi orai is one am cine 
“account of an eventual capital gains tax charge on the increase, ' which the Department as a wholé will benefit considerably, ' 
“in the value of shares which could bé attributed to the retention both in its public reputation and in thé quality of the material ` 


_ of profits.‘ The’ really significant change was that, whereas , which it has.to administer. 


-under the classical system a-shortfall carries ‘with it a charge Second, there was:the examination of. the. Green Paper by the 
.both to surtax and to income tax, under. an imputation system Seléct Committee on. the Corporation Tax, an examination 


_. only the surtax charge is at issue; it is therefore possible ‘as a'. which proceeded in parallel with the wider public consultations l 


cd 


E iones matter to-look at.the question of shortfall at longer 
"intervals than one year without. running the risk, which might 
` well be a real risk under a classical system, that the amount of . 
tax charged on a shortfall: would-be a commercial embarrass- 
; ment to the company and its proprietors. ' 
One of the important changes which it was possible to make in 
“the closé company rules was; therefore, that the level of distri- 
, butions of the company would-in the ordinary way be looked at 


T Jan every three years.. The second change was that the maxi- 
- .'muüm required standard of distributions for: trading companies — discharged. its task, notwithstanding that they rejected much’ 


‘came down from 60 to so per cent; this obviously provided a 
fite more flexibility, in the’ system, Last, but I.think most: 
;important of all, it was possible both'in 1971 and in 1972 to 
. make improyements inthe level of abatement for: shortfall 
-which had the effect of putting the great majority of close. 
| trading companies outside the scope of shortfall- altogether. 
There was also a problem -about small companies.“ The | 
`, underlying principle of the new corporation tax, as is clear from." 
.the Chancellor's remarks in 1971, is that companies should be 
^ gubject to the discipline of-the capital market to a greater extent, 
ánd that they should look to that market for a greater part of. 
."the capital they-need to finance development and expansion. 
"This philosophy has only limited application to small companies, 
because.in practice.their access to the capital market is restricted, . 
and they are therefore forced to rely to an unduly large extent - 


` on retained -profits to finance their capital requirements. In 


" "short, they are as a class likely to have a lower than ‘average 


` distribution ratio and it follows as a matter of simple arithmetic 
. that they will therefore suffer from any: change which i 18 s designed. 
to be revenue-neutral.. ' 

^ Finally there weré the problems of. transition to.a new 


i system. I do not wish to.describe here and now the transitional 


-arrangements incorporated in the 1972 Act. I merely want to 
: make the point first that those arrangements are.as simple as 
-. they could be made and leave quite untouched the company 
which pursues a steady pattern of distributions; and secon 


_ that they were published a year in advance of: the change to the. : y tue | i p 
. Dew system so that there was. no question of uncertainty. On ` End product p Saar en ^ 
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Procedure cL. E : ' 
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both. points, I think that Ministers are entitled.to credit for' | 


,having tried to. meet. the legitimate nerds of the business . 


_ community. ` 


 I.now turn briefly to procedure because this, of course, was 
rather’ novel. First, there was.a Green. Paper ‘which formed-a 

- Basis for public- consultation. We i in the Inland Revenue found 
_ this extremely. valuable; it produced a number of changes — 
"for example, in’ relation to. the treatment of ACT on dividends 
“paid , between ‘companies’ in ‘the same group, and on minor 
points of detail like the impact of ACT on preference dividends 


required to be paid at prescribed rates. Moreover, it was in _ 


` public consultation that we dealt with specific cases like that of 
building societies. . 

-I say again, for the purpose of emphasis, that we weltomed: 
these consultations and found, them helpful. Contrary to what 
is generally thought by the public, the Inland Revenue have 


never regarded themselves as having a monopoly of truth when > 


E it comes to tax changes. We are only too well aware that there 


;- of particular changes, and it is, greatly to our benefit to do the ` 
> learning before . draft legislation is. published in the Finance ` 


. is a great deal we have. to learn on the detail and implication’ - 
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Which we ourselves were conducting. The quality of tlie evidence 


to- the Select Committee was, I think, really very high. The ° 


Select Committee itself consisted of people ‘with considerable. 
expertise in tax matters; it gave a cáreful hearing to its witnesses ` 


. and it succeeded in covering the ground in the short space of 


six or seven;weeks and subsequently in producing the report 
[Thé Accountant, November i8th, 1971] in time to form the. 
. basis of Ministerial decisions at the turn of the year, I therefore 
take a very high view of the way in Which the Select Committee 


of what the Inland Revenue said to.them! 'T'hey did not share - 
our preference for a'fwo-rate. system — clearly they thought © 
-that the problem of.negotiating double taxation agreements : 

made an imputation system the preferable choice = but they `; 
were quite firm that the imputation system must have a pré- ^: 

compte built into it and I am sure that'on this point their.recom- 
mendations will have great force if there are in future dny efforts 
.to erode the ACT. Finally, they produced a report which 
Ministers were able to endorse in every respect. — - a di 

Their report must, I im menm | have been a disappointment to 

some companies an unus large proportion of whose.income | 

is earned in' high tax rate countries abroad. It was for this 
reason that Ministers, . having accepted the recommendation 
of an imputation system with an advance corporation tax as a 


firm and essential component of it; decided that. it would bè - 


right as an interim measure to continue overspill relief at its 
1971—72 level for the first four years of the new corporation tax. 
It can,.of course, be argued that it was not an adequate response 
merely to prolong an existing relief which was related tò past 
circumstances but that a new form of telief ought to have been 
constructed. But, again, Ministers are entitled to credit for the , : 
fact that, having followed the Select: Committee on the point 

of principle, they went.out of their way to give recognition to ` 
the practical problems involved for some of these companies ^ 
. by a measure. of relief designed to ease the problema of transi- » 


. tion, at a not inconsiderable cost to the Exchequer. | 


- = 


- I turn finally to the corporation tax which — Bon this 
process. of ministerial decision and public consultation. I have 


" .. méntioned a number of the’ main’ problems and the: way in 
|! which they:were. settled. It only remains to' have a brief look .. 
at the main framework of the tax. This now. consists-of four 


‘elements: 


(i) A company will pay corporation tax at a single rite which, l 

for the purpose of illustration, we assume to'be 50 per 

--cent, on the whole of its profits, whether distributed Or. 
not. 


(i) Income tax vili. no longer be dedücted from dividénds. 
Instead, when à company distributes profits by way of 
dividend it will in future at the.same time pay to the 
Inland Revenue 'advance corporation tax'; in the first 
year of the new tax-the amount of advance. corporation- 
tax payable in this-way will be equal to three-sévenths of ' 
the amount distributed to the shareholders. 4 


(iit) ‘The advance corporation tax 80 paid will be set against. 


' f 


— 


T us per cent in respect of the profits of the accounting period ` 
in which the distribution was made: The set-off must not, 
ia Ru the. gorpofation tax chargeable to less 


the corporation tax eventually charged at thé rate of .50 © 


< Corporati 
the flow of work and payments in the case of the average com- : 
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n ea jf per cent of the profits. Advance’ corporation tax 


pow 


ed in this way.can be carried: back to the two pre" 


vious years or forward indefinitely. M» 
(iv) The recipient of the dividend in respect of which: inus 


P oration tax is payable will be entitled toa tax: credit - 


culating the amount of United oe tax he = 
y on that-distributed. — 


There are, I think, two conclusions ‘fiat I sacle draw fone 
the account I have just given you. The first .is that, given 
Ministers’ determination to change the economic impact of the 


oh tax, the new system produces a result which leaves 


pany much as they, are now — mainstream’ corporation taX'sub- 
stituting ‘for present corporation tax. in timing and, if the ` 
cange is revenue-neutral, in' amount also; and advance 
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|S the! Podere of life assurance botes ios for ET 
and wife, life-of-another policies have considerable ad- 
vantages. | There are, however, a number of aspects which 
need to be watched. 

In the first place, there is | the estate Bus position. If, 


for instance, a wife takes oüt a policy om the life of her. 






hüsband,| and pays the premiums from her own resources, 


the proceeds of the policy should be free"from duty at. 

death (b cause no-property changes hands at death). In - 
| ‘ses, however, a wife does not have enough i income ` 
'" be considerable if she should die shortly after her husband; 


many 
. of her own to adopt that course. 

If a husband gives a wife money with which to pay 
premiums, although the proceeds from the policy should 


still be free from duty at death, the money handed over for 
_ premi 
be regarded as ‘gifts inter vivos, and much of it will be. 


purposes in the seven years preceding death will 
clawed back into the estate for the purpose of calculating 


| duty. The usual rules apply: thus, the whole of the pre-. 
miumis handed over in the four years preceding death 
. would B added back into the estate, plus 85 per cent, 76 ` 


per cent and 40 per cent respectively of the amount handed 


| a in th e fifth, sixth and seventh years. 


oF ‘the other hand, the husband agrees to pay the” 
towards such a policy himself, direct to the 
e company, the amounts-of premium paid in this: 
way are likely to be regarded as gifts of right under the . 
and not gifts of cash. Normally, provided these gifts - 


"- 
insurant 


policy, 
qualify | 
estate ' 
free from duty. 

Natur ly, with diis kind of arrangement, there is the 
risk that the wife will die first; in which event the value of 
* the polt 


der the ‘normal, expenditure’. provisions. of 


her estate. Whilst the policy could be surrendered, it may - 
be consideréd more sensible for it to be passed on toone of 
the chi 


en; with the aco ird dr met from other 
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ty legislation, the poney proceeds should be 


at the time of her death (which may well be the 
current; surrender value of the policy) will be included in- 


* 145 


- x to 
. 
`~ 


dati tax ‘substituting for- the TA Siei. 12. 
“There ought, therefore, to be-the least‘ possible disturbance . ' 
either in the work of companies and their tax advisers or in the 


cash position of the company sector or the Exchequer: 
Second, those who took part in this process in Somerset 
House found. themselves converted to extensive public con- 


 sultation in tax changes of this kind. I have already said that 


I take the highest view Of the examination by the Select Com- 
mittee’ which .in an important sense. adjudicated between 


“government and public on this matter. But, equally important, 
. the consultations in detail which we conducted ourself first 


reassured the public— and ‘this is important -because any 
change of this magnitude is bound to cause them upset and is 
likely to be resented — and, secondly, really did allow us to do 


.8 very much better job. On professional grounds alorie, that is 


something which we in: the Inland ‘Revenue greatly welcome 
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by Our insurance Correspondent 


i sources; sans ali it could be unwise to forfeit the duty-free 


fund: which i is: ‘building. up for the time when the husband . 


`- will die. » 


Term assurance and: family income benefits policies, 


| also, can be arranged by a wife on her husband's life; Here i 
- again; the value of the policy will be included in her estate 


at her death. If, however; she predeceases her husband, the 
value of this type of policy will be negligible = unless he 
appears to be on. the point of death ‘at the time. Clearly, 
however, the value of a family income benefits policy could 


and in this event, all the available funds can be used for the 
children’s benefit, instead of some having to be held back 
for the mew after the run-off of family 1 income » benefits. 


Finance Act 1971 


. There ‘has béen a‘ change which may ‘affect the position - 
regarding relief of income tax in connection with premiums: e 


for a number of. life-of-another: policies. In the normal 
course of events, for a married couple, the ‘one-sixth of 
income’ limit in connection with income tax relief on life - 
assurance premiums is related to the combined i incomes of 
husband and wife. Furthermore, relief i is given on life-of-- 


another policies as:between two .Spouses.. Now, however, 
a nuniber of husbands and wives are taking advantage of. 


section 23, Finance Act 1971, which gives a husband and . 
wife the right, if they wish, jointly to elect for the wife's 


earnings to be taxed separately, as if they were not married. 


Clearly, this can have important implications for married : 
couples where a wife has earnings of her own. In the past, 


‘the. whole. of the income of a married woman living with’ 


her husband has been deemed to be the income of her 
husband, with allowances and reliefs being set off against 
the cómbined income and the husband responsible for 
meeting the tax liability — although, in practice, his wife | 
may have suffered some tax by deduction at source, either 
HO earnings ór from investment income. 
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P To: While. either mbard or wife, has been able to NM 


: x the effect of this: has been simply that the allowances. and 
""reliefs were apportioned between the spouses, with each 


assuming responsibility for paying.his ‘or her appropriate 


“hark of the tax. There was no effect on: -the total amount, of 


tax.payable by the couple, nor. did this arrangement duet. 


“the total of life PE relief which could. be claimed. 


" Tax dapeicussidis 


rag a joint election is made in accordance with the option | 


». Conferred by the Finance Act 1971 for a wife's earnings to 
>be taxed separately, there can. be a number of reperctissions. 


“Clearly, in certain’ circumstances, substantial tax savings. 
can be achieved. Nevertheless, there may also be drawbacks, 


. Such as the loss. of personal allowances, including relief of 
-income tax où- premiums, “paid. towards a life-of-another © 
“poly. | 
As a ‘generalization, where the combined incomes (all 
earned) of. husband and. wife exceed £5,944 and neither 
" spouse earns less than £1,939, it.is likely that it will pay 


the couple to elect for separate taxation — because, -at these’ 
“levels, the increase in the earned income allowance will . 


‘exceed the reduction in the husband's personal allowance. 
This difference can range from a very sniall amount, up to 


^ maximum: d A 50 where each pee earns at b d 


$4,005. : 
4 Clearly, the EROR saving a separate taxation is 
a likely to arise.where, ori the normal basis, the combined 


earned incomes. of husband ‘and wife attract surtax. At. 


present, this liibility may "arise on combined earned 
- “Incomes from £6, 387 onwards, oM to the i s 
: ; Claimed: 

. Basically, when an dei for separate taxation is made 
"the husband's personal. allowance of £600 is reduced to that - 
"of a single man, i.e., a reduction of £140. Another effect is 

that the - wife’s seven-ninths earned income. allowance 
- (limited to £460) is lost. Nevertheless,” since, for: tax 


“purposes, : she. will count as a single woman, she will;be ` 
entitled td a personal allowance of £460. Overall; therefore, 


. there is no différence in connection -with her. éarnings, . 
„and: so the overall los$ of allowances for the couple 
i£ 140. ` 
^. «From the income tax: point of view, the advantage of. 
separate taxation lies in the fact that the two-ninths rate of 
" earned income allowance on the first £4,005 is extended to 
` each "spouse. The practical effect of. separate taxation, 
".theréfore, is that the wife pays tax on her “earnings’.as if she - 
. Were a. single woman. The husband pays tax on his: own 
“income, to which is added any of his wif 's income which is 
. “outside the definition of ‘earnings’. Any child allowances ' 
«are set off against the income. ássessablé on the husband: 
` ` From the life assurance point of view, there is the draw- 
. back that, when a wife's earnings are’ taxed separately, no 
“relief of incomé tax can be obtained on premiums paid. by 
, either husband or wife in respect of policies taken out on the 
life of the other: This is because. each is ‘considered to be 
"ünmarried for tax allowances purposes — despite the. fact 
` that a wife's unearned i income will still be iricluded with her 
E : husband's for tax assessment. Dependent on the individual 


"circumstances of a couple, that may be'a comparatively. 


small ee for them to pay a the considerable surtax | 


E : ae UC ^ 
"i NF. = Toa * M Ln " * 
te LI * ~ at 
s HR D . ‘ roe d N : 
+ - a - * T x 5 
E 


eee T at ee Be ee or "ACCOUNTANT ` Oe Pts Febuary Ist, 1973 ` 


cov ee " zb ey Fem fee 0a ELLE oo. 
E^ M m aem Xe sena E ^f To acc E ~<? € . n EE - ; 
> Š 

f ` 


A ` ~ 


| advantages which n miay be o by being taxed: a 
“cin, the.past to have his or her income assessed separately, ! 


= 


. The separate assessment of a wife's earnings for tax pur- ; ` 


poses does not affect own-life policies, whether taken out by . 


the husband’ or wife. They- continue to be eligible. for the : 


usual; relief of income tax: Nevertheless, a point which 
needs to be-borne in mind is that the one-sixth of income: 


limit is then applied separately to the wife’s earnings and to ` 


the. husband's income, and this‘ may have the effect of 
reducing the amount of premiums eligible for relief. The 
effect may be particularly unfavourable to the wife, as her 
‘unearned income is treated as her husband's, income, and - 
thé one-sixth limitis related only to her earhings. 


"Instead of a life-of-another policy for estate duty pur- Dp 


poses; life ‘assurance can be taken out on a trust basis. In. 
England and Wales, if the intended beneficiaries are the’ 
“spouse and/or child of the person taking out.the policy,’ it 
can be arranged under the terms of the Married Women's 
Property Act 1882. (There are slight differences in Scotland 
‘and Northern Ireland.) There is no need to be restricted. 
to those-relationships, and a different form of trust (outside . 


the Act) can be set up if the intended beneficiaries include, ; | 


say, grandchildren or a business partner. | 

All should be well, provided. the premiums. count as 
“normal expenditure". È they.. do not, -for estate duty 
. purposes, each premium which has been paid is considered ` 


to have secured a proportionate part of the benefits being - 
- _ paid by the insurance office. Having established the average ` 


benefit per premium, this is considered to have been a gift . 
of rights. It is only the ‘gifts’ made’ during. the seven years, 
prior to death which are added back into the estate for duty 
purposes. Even then, the usual reductions are allowed.’ 

A husband can also: arrange a family income benefits. 
policy to be written under the terms of the Married’ 
Women’s Property Act for the benefit of ‘his wife and/or 
children. : Provided the. premiums qualify~ as.: normal 
expenditure out of income, tlie benefits will:not be subject 


to duty. Since premiums for this type of contract normally 


are low, theré ano be no problems o on this score. 


Clear wording éssenthsl 


If trustees are appointed, the benefits can start to be paid 
Straight away, as soon as the insurance company has 
received proof of death, without having to wait for probate. 
Quite a normal arrangement in these circumstances is for a 
husband to appoint himself and his wife as trustees. Others, 
such as his executors, ‘can, however, be appointed trustees. 
From a-trust point of view, the ‘income’ from a family 
incóme benefits policy is looked upon as capital ;.thus, unless 


the trustees-are instructed to use capital and income for the | 
advancement and benefit. of the children, there could be . 


difficulties. Drawing up the wording is far from easy. Never- 
, theless, it is most important for a family that it should be 
absolutely: right. Sometimes, a life office will help i in this 
respect, but husband’ and wife should make it quite plain 
to the office’s legal staff exactly what it is hoped to achieve. 


For instance, the names of. the wife and children who are: 


to benefit should: be given, 80, a as to avoid any possible 


difficulty. at a later. date. 


Here again, difficulties can arise at a "wife i is the bene- 
ficiary and.she dies while a claim is being’ paid. In this 
event, the discounted value of the future instalments under 
the policy would-be included in her estate for duty purposes. : 
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FINANCE AND COMMERCE 


HEN to revalue properties or even 1 how. to revalue is a 
recurring problem for property companies. Recently thé 
Metropolitan Estate and Property Corporation directors were 
criticized for changing from their originally-intended policy of 
a running valuation to a policy of révaluing a third of the pro- - 
perty portfolio, every year. Property companies.that have not 


revalued| at: all are open to as much criticism as those who. ‘ 


attempt to deal with a recurring problem under conditions of 
increasing inflation. 


tions as jit is-in large, and Mr Douglas Overall, chairman of 
, Sterling Estates, not a large company by the standards of the ` 
major property investment and development concerns. but not 


exactly ajminnow either, debates the matter in his statement . 


. with the accounts reprinted this week. 
No revaluation of properties was undertaken during the year, 


he states, after having earlier in his statement mentioned that . 
'amongsti other acquisitions, the group purchased three sub-:, 
stantial industrial units and a supermarket, all with strong . 


. .Covénants at rents totalling £56,600 per annum, showing a net. 

income of nearly 1o per cent on cost with frequent rent reviews.’ 
. Developrnents undertaken included several ‘units’ on industrial 
estates, j construction of supermarkets and shops, and the ’ 
acquisition of a. site to he developed as shops and offices. 
Expendi during the year-was some {900,000 and the group 
is already committed to a fürther outlay of over £1,000,000 
during the current year. : 


Under, consideration 


On the other side of the property account, 14 recio properties 
were sold to bring proceeds of £585,000 against original cost-of, 
£278,000. After taking tax into account, the proceeds when 
reinvested, Mr Overall comments, will produce more than thé 
presentlincome with the further advantage. of earlier rent reviews 
than the properties sold possessed. 

- It be seen that the book value of propérties rose despite 
the sales. The chairman explains that about a quarter of the . 
portoli has not been revalued since 1968`or stands in the 

ooks atlc cost as purchased or developed in that year. The direc- 


tors’ opinion inevitably is that the present-day valiie of the assets . 


is significantly higher than the book value. 


Mr Overall at this point in his statement says that ‘a revalua- . | 


' tion is under consideration’. But he then goes on to point out 


that th portfolio i is constantly being re-examined with. a view. 


to determining whether properties should be sold or leases 
re-arranged. A.policy of concentrating on buying and developing. 


first-cláss, well tenanted, industrial premises has-resulted in this ` 


type of, 
portfoli . 








roperty accounting for some 21 per cent of the whole 
he other 79 per cent is in shops and offices, centrally 
well maintained and tenanted by: important firs- 
epairing leases, the majority with ‘rent review’ clauses. 


E lE Bank J. Lyons, Lamson Industries, 1 Martins 
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"1 mE  Revaluation Problem for- 


. Sterling Estates- 


the Nicoeagents, REA stor Modos Stores T Leeds 
, Permanent Building Society, which is a pretty impressive list. 

: Building up a portfolio of properties well spread in character, 
modern in building and occupied on a potentially rising rental. 
' basis by first-class tenants should surely provide a sound and 
reliable basis for growth by the company. Is it essential for share- 
holders - and others — to be:told regularly of the up-to-the- 
minute valuation of the property portfolio? It is necessary to 


- take into account all that has been mentioned before in these 
The problem is just as pressing in smaller property organiza- ; 


notes on the subject of what happened inside the Sterling 
Estates’ portfolio in the past year and what, taking into account 
the intending spending, is going to happen this year. 

It may be argued that simply because of the changes involved, 


a beginning and end year-valuation is not only desirable but 


essential. Conversely, it may-be argued that since the portfolio 


changed so much, neither. à valuation at the beginning nor the . $ 


end of the year can really.mean an enormous amount and that 
it is the board's basic development policy that matters more. 


Matter of opinion K l z 
Mr Overall and his colleagues on the Sterling Estates board jx 


would seem to lean to the latter point of view. “Over the years’, 

Mr Overall. says, ‘we have striven to obtain a steadily rising 
_income derived from well-let properties, with frequent rent’ 
. reviews, in a sound, widely spread portfolio. In spite of higher 
` borrowing costs, in the last six years the company’s net iricome, 


after tax, excluding profits on sales has more than doubled and `-. 


this without ,any increase in issued share capital. except of a 


, minor nature in 1968.’ Dividend in six years has risen from 14 


per cent to 25 per cent and would have been higher than 25 per 


cent now. but for the freeze. 


"Ihe importance of asset” value is “fully appreciated’, Mr. | 
‘Overall admits, ‘but the modern tendency to regard supporting ` 


valuations as sacrosanct calls for consideration. Apart from being: 
time-consuming and costly, valuations are ultimately a matter of 
opinion: for many reasons, within a short period of time — even 


months — they may vary widely and depend finally upon the | 


approach of the valuer to his task. The resulting capital assess- . 


ment may, therefore, , be misleading, whereas rental income is 
‘factual.’ 


The company has prospects of a progressively rising income ;' 


from rent reviews and reversions as well as excellent expectations 


. from developments i in hand. A further substantial rise in rental ` 
income is -assured and the company has sufficient financial | 


resources to-meet foreseen expenditure. 


E" 


Isá Biy RENSEDAEOD n balance sheet purposes essential? 


pe 


Burton Group’s Accurate Forecasting 
HE Burton Group, during a year of consolidation, took 


its pre-tax profits to £2,000 above the forecast -£8 million er 


: mark — the 1971 figure having been, £7,426,000. ‘The year’s | 
‘turnover at {100-2 million was {20:2 million higher than 1971. 
This past year's performance was in two distinct parts — a - 


n d first-half year peng lee Ed a recovery in the. second 
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. =" abnormal and unforeseen circumstances’. Those circumstances 
`. were the war in Bangladesh, Longbourne’ 8 BpEraing companies 
“being i in Indian tea estates. `- 


“Inevitably there was ‘a serious setback i in Hem operating Subs 
f : aidiaries". ‘fortunes’; with substantial. working: losses ‘suffered 
_in each case. The. situation can be summed up by average 


` crop.and price figures finally Quoted at 2,544,590 kg at 24742; 


'",. in revenue accounts. 


E £2,846,386. Note 1 states that, all known’ losses ‘resulting 
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pj Wet ACCOUNTANT 


“Scent of the ‘A’ non-voting capital. Any would-be bidder for the; 


' to cover differences between the estimated asset losses in 1971 
Z franc the actual values ‘determined by the physical checks”. 


SECO IM DIN I aa USED Ae 


THE 


* half, leading to an expectation rm the. current year ‘will carry 
on the improvement: Sales. inthe first quarter of the current 
. year; which for the Burton Group means September-November - 
.1972, were r5 per cent up’on 1971 and most divisions ‘are 
, expected to achieve ‘significantly improved. performances’ this 
-yeaf. In.the first half.the improvement in’ trading profits is 
_ "forecast as likely t to be ‘very substantial’ because of the element 
.of recovery compared - with the first half of 1971-72. ` 


- Since Mr -Ladislas Rice came on the Burton Group: scene, 
profit -forecasting has been accurate, and in a stock-market- 
_ which considers over-estimation of profits a bad thing, under- 
. estimation brilliant and; profits ‘as forecast! nothing to write: 
“home about, Burton Group's board and management has not 
a ik been given due credit for accurate forecasting. | 


. During the ‘reorganization period from ‘which the group. is- 
now strongly developing there have been a number of take-over 
ke and, in that context, it is well that the report includes an 
. “Analysis of The Burton Group Shareholders’. This shows, 
that $7:08:per,cent of the: ‘voting ordinary, capital “is held by 
directors and their families; in other words, 2,544,833 ordinary 
op. shares, out of. 4,458,326. shares i in issue. This voting tail. 


“| wags the dog of 31,984,804 non-voting ‘A’ sop ordinary shares, , 


` of which the directors and their families hold: 6,498, 505 Or 
20°32 per cent. ` 

t'is interesting. that insurance ‘companies only hold 3 s per. 
"cent of Burton's voting équity, although ‘they. hold 10-76, per. 


Burton mae 2 have to buy the boardroom’. 
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ELATEDLY, but understandably 80, ae ue 
Holdings company's 1971 accounts were recently: : issued. 
The annual meeting convened for December. 20th, 1972, had 
` to-be adjourned to allow: additional time for com letion of the 
' 1971 ‘accounts, the preparation of which, as Longboürne's 
chairman, Mr L.W. Parkhouse puts it, ‘had: been delayed by . 


' pence per-kg for r971 compared. n 6,328, 614 kg at 78 o1 
. + pene per kg in 1970. 

' The consolidated trading joss of (66 ,082 for 1971, is con- 
‘sidered ‘substantially comparable’ with the- profit of £1,667,817 
for 1970 because only a comparatively small part of each sub- 
sidiary’s asset losses representing, minor items such as’ tea. 
‘garden stores, loose tools and foodstuffs have been written off 


"4 


1 


"A detailed ` survey of operating « companies’ ' assets’ was ‘not 
completed i in time, for incorporation in the 1971 accounts, but, 
.in the 1972 accounts adjustment will have to be incorporated. 


. In Note 1 to the accounts on fixed assets ‘Sales discards and. 
dos items destroyed during the War’ figure at £79,639 and 
thé net book value-of estates, buildings, plant and-machinery 


‘from the disturbances in 1977’ have been written off but that 
the 1972 accounts will carry any a ERE resulting 
from the surveys. Beat att a 
‘The auditors — Moore, Cuba & Co — dis pois her 
feport subject to the value of net assets in Bangladesh. s 
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Taxation on proportion of surplus on revaluations realised during 


the year (See footnote and Note 10) 
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'' NOTES ON THE ACCOUNTS (continued) -. 
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Amortisation charged In respect of surpluses on revaluations of . 
` Leasehold Properties and Tenants Leases purchased (Note 2 ec 
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EC UTCRY unb ien now y finus. BBC 2. ‘Money pro- - : Millliid. [Um mod into. ‘cominunication with custoiners s large ^. 
E grammie-that put.the accent on the casino. element in the ` and small on a home’ and international basis and'alsó into a... 
-' ^ stock-market -must presumably. be muted ‘and -qualified’now.- greatér.degree of communication. with its staff. "The Midland = : 
di Surely theré:can. be no more conviricing evidence. of.the extent’ ‘staff newspaper, naturally , happened" to. come .Qut: that. day, . 
Of over-speculation: in thé stock-niarket than the at times near:. But looking round the- stands of reviéws, reports, commentaries; 


P4 
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^ 
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` panic-ridden downrush: since the introduction of the Góvern- 


te ‘ment’s: Phase "Two programmie.." | 7 


and’ advisory’. and explanatory literature it was easy to; agree y 


\_ with the comment that ‘five years ago. ‘not: half of this existed and 


The speculation: has-been. denonstdted. ‘not: ‘necessarily’ in ten 2 ago. tally none of it: 2 d nere qp. apu Po Tee LUE 


“the volume of the selling but by 1 the reported-statements and `. 
"attitudes of some péople who seem to take thé hardly responsible ' 
‘action of throwing verbal :petrol” on the stock-market blaze. 
There i is little doubt that inthe past few years the casino element” 
in the ‘market ‘has been.incteased to a considerable- degree“ 

j P. din the publicized. activities:of the. so-called *whizz,kids' 


7 “and that apparently endless ‘speculative amy. of former. ‘Slater : 


= a 
i = “In the past this column has aded whether providing é a facility. adeny it aa big pis ME Bentley E not. ie 
for the: piling up.of-quick persqnal asset-stripping profits was . selling th e Sabi j xli em "Vi E oe seen he ustry by - 
- the true function of the stock-market. Over-stretched speculative call E e Ta meres a ee ureyy-ne. can start 
Positions have, bad much to do. with the market? s: collapse." SEX over again somewhere e aN cT a n 
a at d wes P PS a Mcd OR : M ^... 4 d uer v LI 3 4 ku * oe s cu M - 
ao = SE 7 " | ra ‘we: T. iar. 
Yo. pit Su cum oss: f the. enable tésults. of the’ equity. pene is- Pe im 
YT: pea aré. becoming: positively eow TA ‘days. failure:óf a number of new issues and the postponément of” 
` «Midland Bank recently buffet-lunched the financial: press ` some others. Usually there is a rin.of new issues in the period > 
“and also London‘ representatives of the European and American - before the Budget. This’ year’s. early, Budget put some pro- à 
ipress. in the City purely as:an exercise in press telatiohs.” This >, grammes awry and thé market fall has-done some more damage, - 
"was a general managerial-rather than à directorial exercise and .. One of the troubles is that some of: last year’s new issue bright. 

' thé talk: was therefore of operational banking. rather than of high . spots. arè beginning to look. tarnished now. The new La market oe 
l'policy- The: occasion served to show the extent, to which: he thrives on success, — and. demands it. sg coe e 
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^ Walker men. 

5 The, need to. tichten d "tighten again the. Wake oves Code . 
"and to investigate still. more thoroughly. the inatter -of ‘insider - 
uM ‘has not*arisen. because the stock-market'is a model of ~ 
s pure i investment. business. ‘The need for these and other controls 
he arose, because: old ‘controls Were nadéquate: against Spur. 
speculative operations., 
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ROM the editorship of the Financial Tanis. to the. hires 

. ship óf:a money company making à bid for.àn asset skipper " 
? a remarkable change‘for Sir Gordon Néwton. But! that is. only * 
One intriguing aspect of, the’ bid attack; ;by Vävasseur on Barclay 
. Securities:. Like Other. situation companies; .Bátclay: Securities `` 
"has. tended to rún out of situations and has^ become largely a. 
' cash shell: Barclay Secürities' involvement in British "Lion ‘has ° 
creatéd a situation within a situation. ‘The asset-stripping’ tech 
nique, once the stripping ‘has been done, is to sell off the manu: 
facturing end of what is left to somebody else. 'T'his.is described. ` 
as 'solvitig the. problem. of the toy industry’: ‚or ‘whatever other- 
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Conversion 5195/1974 6-97 dy. ^ "Treasury RE 4976 4. 
undihg3j96 99-04 — .. 43% "^^ Tréasuty 34% : Fi : 
Funding 5176.78:80: .:—83P ^' Treasury 34% 79-81 .. ^—744 .- 
Funding 54% 82-84'" .. 80$ Treasury $95 86-89 ... 568. | 
Funding 54% 87-91 a + Treasury 54% 08-12 ee 61 
Funding 6% 1993. ae ^o dressury 2376 e,o- s. 2061 | 
Funding: of. 85-87 " “Victory 4% : vee eee | OBE. 
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| REED COLLEGE 


GUARANTEE TO REFUND £250 COURSE FEES TO 
ANY STUDENT WHO ATTENDS OUR 8-WEEK 
RESIDENTIAL COURSE IN PREPARATION FOR 

THE MAY '73 PART | OR PART II FINAL 
EXAMINATIONS AND FAILS AT THAT SITTING. 


| ADDITIONALLY PAYMENT OF FEES MAY BE SPREAD 
] OVER TWELVE MONTHLY PAYMENTS. 


Telephone or write for a copy 
of our prospectus 


L. R. Drury, M.A.(Cantab.), A.C.A. 
Reed College 
| l The Manor 
É Little Compton 
| near Moreton-in-Marsh, Glos. 
| Tel. Barton-on-the-Heath (060874) 224 and 245 
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industrial . 
. properties, 
plant and - 
E machinery ^ 








. 46, GRESHAM STREET, LONDON, E.C.2. 
Telephone Telegrams 
01-606 3422 (10 lines) _ SITES, LONDON, E.C.2, . | 
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For nearly 100 years we 
have published books for 
the accountancy profession, ~. 
— textbooks for . 
students. en 


THE LARGEST. SELECTION OF 


| ACCOUNTANCY AND 
. MANAGEMENT. 


|. PUBLICATIONS 


Distributors for publications of 2 


b 


n INSTITUTE OF COST AND E ACCOUNTANTS 


PA 1 


THÉ CITY LIBRARY - 
GEE & CO (PUBLISHERS) LIMITED - 
151 STRAND, LONDON WOR IJJ 
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by. 


An Industrious Accountant 
| with illustrations b y FINBOW . 


SEVENTY: FIVE Eioliadesli n Sana 
of the 'Industrious Accountant’ “who 


has regularly delighted’ ‘readers of: The 
Accountant since ee — now in book 


3 i 
f. ` 
. uS 


‘Read what others say about it: 


‘No praise is too high to bestow on the sustained quality _ 
- of the content of the writing .-.. it should be compulsory. 
reading for all apprentices and young accountants who 
: contemplate entering Industry or commerce.' `= The 
, Accountant's Magazine. ' 


‘TIML the book is a joy to read, as is TIML the 

" -column. | commend both to you. They are written with a 

flair, and^their episodes’ are acutely perceptive and 
timeless.’ — The Journal of AEEQUARIIEY (U.S. A). 


T ‘It's "a darlin’ book”, and Finbow's Illustrations aro - 
gema.” — Accountancy ireland. EE 


“To those of u$ shies were around when ` it first ` 


What our weekly quota: of ‘professional reading .was, like 
without It.’ — The Cartifled Accountant. 


‘Good reading in transit Between clients, provided 
someone else is driving I” — The South African Chartered 
Accountant. 


‘An immensely readable book, full of humour (and 
occasionally pathos) which may help non-accountants to 

, appréciate their accountants are ordinary human beings, | 
not cold, calculating robots.’ ~ Professional Administration: 


f 


£1:15 net © £1:26 pna postage 


. and packing 


GEE & co (Publishers): LTD 
| 151 Strand, London WC2R T 
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SINE ‘Bulls and Bears” on uum 18th, two. major: 
hapr enings have occurred: the Government’ s pay and . 
. prices législation has been read -a second time, and the 
Vietnam cease-fire agreement, has been- signed, though 


N ervous Markets 
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Ordinary Ea AE et 
- Stock-markets usually: over-react. "both: to.good news and 
bad. -Wher conditions: are favourable, equities 1 reach ùn- 
justifiable. highs; when. they: "are. ‘bad, -equities sink ‘to-. 
unwarranted lows. At ‘the same time: the Stock. Exchange ` 
endeavours: to. anticipate events six months ahead, while 
experience. over. many, decades "hows that: government 
measures of an extreme character, rarely achieve the results 


| expected ofthem.  . 


A:slump on the Stock Exchange will itself bring’ about a 
slump in trade. and. industry. The. Government will have 
to watch this. Meanwhile, it appears: that the ‘higher’ the 


fighting | continues. Since peace had been expected by Wall . petcentage of a company’s overseas. sales as. compared’ with ` 


Street, ‘the cease-fire proved anti-climactic and in Britain: 
the Phase II proposals. have turned out to be much more 
in their effect on profit margins than expected. `; 

Cord Ur on will have to restrict their profit. margins : 
| before on home sales at the level fixed by averaging the 
margins of the two best years out of the last five: Clearly, ` 
there will be difficulties. Many companies’ pre-tax profits 
include} dividends and profits from -associated ‘companies 
which mplicates the business of determining . margins, 
while companies with a large export content often do nót. 
distinguish between miargins on home and ‘overseas sales. 
Companies will be affected in. different ways. Those to 


be worse hit will be companies which have enjoyed high: Imperial Chemical indies 


margins|in.recént years; those: to gain will be recove 
stocks wheré margins have been low. recently, but are now 
‘showing signs of turning ‘upwards . again — for example, 
those in the chemical, paper, textile and machine tool 
sectors - but within these groups there are considerable 
differerides i in the scope for increasing profit margins. 
3 lose out because the bulk of their sales is in thé 
ket, and currently margiris are higher than in the 
best two) of the past five years. A. likely aim of most com- ` 
panies Will be to increase turnover and/or. ẹxport more. . 
During the last fortnight the Financial Times Govern- 
ment. Securities index has risen from 71- 71 to 72. but the 






home sales, the- less will its; profits margins be hurt- by 
. Phase. II, of the freeze. Accordingly,’ this week we- select 
four companies with large export. business. or. otherwise 
"unlikely to be too much: affected: by the: freze, but. none 
should be bought. until the market recovers. . 


e not PLE 7492 
2 | -Price | Yield ; Ratio High » Low 
Imperial’. Chemical. . £1 Me. c wr tae 
shares . 273 ‘6-10 16-1 312°.» 238 
: Glaxo 50p shares. 416 ^ 24 ` 200 ..528 | .418 
Coats Patons 25p shares (673. ` on ' . 16-8 82 --- 67 
"Trafalgar ; House 20p` i i 
shares | d 1 20 Xe 2-7 150 


` ^ 14-6 220 


Y. ."T'his company is a household. name, and the shakes are 
; included in this article because .the company exports 


75 per cent of its products. If a profit of £41 million can be 
held in the final quarter, the year’s total will be £8 million 
ahead of 1971's £130 million. One of the fastest expanding 


- elements in the group is the 63 per cent owned: quoted 


subsidiary: Imperial Metal Industries, while the Atlas 
“acquisition in the.United States is beginning to- prove ` 
itself. "The final results are.dué ori DEDE ics next. 
Glaxo So 07 ss, l Pg 

"This is another compány which exports 7 5 per cent of its 


Industrial Ordinary share index has. fallen steeply from products. It was recently the subject of an offér from both 


505°5 toi455° 5. a 
Below isa selection of corporation loans and fixed i interest 
stocks: ; | 2 ud M 
- Corporation Gane AXI NM G 
gs $5 x |. 4972 . 





ME i: Price © Yield High 
Dudley 94 per cent 1978—81 .. ' 104 88. 109: Tot. 
Dunbartün County 9i per cent ^ ^ oa XE 
197. | 102 ° 9:2. .111.- 
Hammersmith 94 per cent 1976 US vier EE LE 
. 79: 102 9-1 .: 109 
Gloucesto hire 94 porcont1979—— l oa "s 
81 E .. (101. -91 110 -~ 100 ' 
à I Fus 
L Fixed I Interest Stocks neneetal: ommada 
E | y o loh a 1872. 
a Pd HN Price >. B Yield » High Low 
Joseph Lucas 108. per cent Toan a a eee dM 
1992-97 107 "710.0. 116 
. Metal Bo 101 per cent gan: DP ue 
: 1992-97 TEA 102 . 102 . 117 ^ 
Morgan ;rucible. 94 per cent ^ >. DM INCUN 
debenture 1995-2000 - 95: ^99 .'108 
Northern Foods (formerly Northern" ^... E gs qp 
Dairiés)|73 per cent debenture S i Hs 
: 92 


2. 7,78 . 94 | 


‘ 
QU 


Beecham and Boots, so that there was a considerable: bid 
element inthe market price, but'this element has now been 
shed..'The company manufactures baby foods, pharma- ` 
'céuticals,antibiotics, hospital equipment. and vetetinary 


Low products. A large nurüber. of subsidiary and associated | 


companies operate overseas. ‘he. company -has a. good 
> growth record and its huge capital. expenditure i in recent .. 
Vea. should show up in peie pes un 


. Coats Patons ^ 


This is the world’s TM sewing irad E SRA 
and the United: Kingdom's leading spinner of knitting 
'wools. It holds extensive interésts overseas and’ ‘some | 
8474. per cent of its pre-tax profits are earned outside the `. 
UK. The- company. ‘controls; among others, Pasolds, ` 
` S. Bellrhan, Jaeger Holdings and West Riding Worsted.’ 


102 Profits for the current year are. expected to be some {£32 


million | against {26-5 ‘million last aie 


. Trafalgar House 


"This group’ S activities include’ Propert hae investment, 
urban developments for sale, “general contracting and 


m. Cunard i in — It i is oues that the property ERES 
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“folio ‘ool’ grow: by around Z so per cent. ‘to ‘over ! £100 - duds, "Most of T property Was a eine developed , 
million within four years. At the annual general meeting and not yet let, while reversions on existing property were ` 
. recently, the -chairman . told shareholders: that thé only , negligible: during the next three years. Current. year profits ^s 
sections of the business which might be hit by the freeze are expected to be between £17 aa £18. million (last year 
“were hotels, concrete "pipe and a few manufactured pio. iw ix “There was — a Scrip issue ‘of peres 
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m remains to be: seen ri whether the i increase - Jide of a new types ét. contract avail- ‘overseas putehase ‘have = dne: 
_ in: building society rates of, interest: páid "able. ‘One of the latest isthe Guaranteed. . mainly by borrowings. of US: $30 million; 
,tó:'investors ‘will’ be sufficient to stop. Growth Income Bond, from: Nation Life ‘and of 29 inillion ‘Swiss’ francs. These | 

'. what could otherwise be an outflow of Insurance Co: Income increases over a " borrowings have beeri balanced, by equi- - “ 

. fünds. 10-year period. In the first year, the -valent sterling deposits. It is the intention '' 
' The new rate of 5° <6 per cent; net of growth income i8 725 per. cent. Over the - to: continue to, hold a large. part of the. 
bsc -rate tax, is. equivalent. to a'gross years, this increases until 11:25, percentis . Fund's investrients outside the UK. . 

ZA Eum of 8 per cent for.a "standard rate paid in the tenth year.'As these payments ~- ~The Tyndall; Group, in view: of. the” 

tax’ {payer ` after > April. . Whilst «this ` is = represent. ` benefits: from - a» temporary. . substantial 7 increase in its” funds over | the’ 

: attractive, certain building societies feel | annuity, only the ‘intérest’ element.. is: “last few years, has ‘now established ‘its. 
that “something - more is needed. For'- taxable.. Thus the equivalent yields. after, “own investment department. - This will 
instance, the Nationwide has.introduced ` personal. tax at 30: per cent are 6-60 per- ‘shortly take over the full investment 
Nationwide Capital Bonds, These bonds cent and 10°24 per cent respectively. . management of pour the Cp. and 
offer a. guaranteed. : fixed interest rate of ," One of these bonds can be surrendered ., . Income Funds. 

"6; per cent per afinum, net’ of. basic rate . „dt any time. In the first year, ‘the return’: |, "uud E A gd. n 
‘tax, The investment must be for a fixed. ` will amount to no more than 93 per cent. x kd 5 e3 pe É: AE: 
AM of ‘two years. The minimum ofthe purchase, price. This rises le E m "C : 
, investment is £2,000, and the maximum and reaches roo per cent ini the sixth year> ‘MANY insurance companies hee réspon- 
"is £10,000: For some time, “the Nation-` , The full amount of thé original invest- ., ded quite quickly to the higher rates of -. 
yide has had a savings plan guaranteeing | -mènt is returned in. the event t.of death. ` ‘interest which/have been obtainable in : 


BT per.cent interest for four years. . imm the a be panes oos the gilt-edged markét. As a result, there: 
Clearly, schemes =such as these’ will be .. ' a a ee have been $ some worth-while i increases in i 
: “advantageous if interest rates ‘should fall ^ ^ 75. & os & LE E T ' tlie. yields of'annüities. —. ^-^ 77 : 
'. from. their preserit high level. In fact, - ^ 57 02,45 550 l2. s * ” Although’: some. offices," particularly ` 


~ However, it looks as though-rates paid to PROBABLY one.of the best: ‘ways of taking ` those which,do not pay commission for 
investors may “very well have: to'-be. an interèst in investment trust shares is "the introduction of business, are generally |. 
" increased still further before very much through a unit trust which . specializes ; . competitive for annuities, no ` single 


—a. 


x d JEDE i rg in this sector of the market; 'There is the office can be looked upon as being 'best" 
T et ae a ko TN advantage that, effectively, the- -managers + p annuities. Constant’ changes: in yields | 
5 E Coco. 4.9 7e db ew Sc. ef the unit trust will not.pay-capital gains’ ‘are taking. place, ‘not only: according to .. 

Lx" M x. | 07 tax in eee of their switches of invest- i dde rates ‘of intérest, but also depen- : 

_ ALTHOUGH most unit ‘trust managers’ are ` ^ Tnerits. ¿+ ` dént. on whether an insurance’ , company: 


“how making allowance for: the capital - -'The recent report of the TAN of. wishes to attract funds of this type or not.. 

- gains tax which will be payable in respect the M’& G. Fund of Investment Trust. „Apart from that, an: office quoting an 

* oftrealized capital gains when calculating Shares. points’ out that, during the year, . attractive yield: fora particular age and sex’ ; 

: their: bid and .offer prices, there are no. the . Investment, Trust. Index out-per- . :may: befar from. competitive for "some- | 

.méaris by\which a potential: inyestor cam «formed -the. Financial Times: . Ordinary -. body, ofa different age and sex. ' us 

discover the contingent tax. ‘liability in -Share Index. "This was ‘achieved through ^ Because yields quoted can ' fluctuate S0 

respect of unrealized gains. Often what - the large proportion of overseas invest- | quickly, sorne insurance:companies are : 

appears to be'a poor performance over a . ments'held by many. trusts. -` guaranteeing a particular. - yield. if “a 

' period, can in fact be ‘attributed to a -` The managers take tlie view that the, deposit i is paid. This deposit is forfeited _ 

E piger of investments and ‘the pay- | ‘indigestion’ created by the’ flood of new" if the eee money is not: paid i in due, 

* ment’ of’ capital ` gains tax. in respect of issues which followed the. changes in the "course, or if thé yield. increases dnd the |, ) 

:the realized gains. . "1972 Budget has been cleared up. "They prospective annuitant chooses’ to take the: : 
. Certainly, this has: ben the case with. point out that the value.of the new -higher yield obtainable, pis 

athe, Prolific Unit-Trust. The managers, capital gains tax concessions.is cumiu-  . i P haeie E 

«Provincial Life Investment Co, have made . lative . and will becoine:- mc. FC des $ La $. i ha TA 


4 some important changes i in the portfolio.’ puce FX. un wg ues rus e fv Dee um 
Sand, as a result; quite substantial deduc- — . - "WOO E a Es - THE rate of interest on an Ordinary ac- |. 
"tions have had. to be. made from the. ^V E EL NM E E ae -count with the.National Savings Bank is . ` 
* published price of the units in connéction ` ' p NE .-. now 4 per cent, The first £24 of interest, 
with the capital gains t tax REPE d REVIEWING “Tyndall Capital and. Tone . per annum is free from income tax, but’. 

Ae "b ^ . : Funds, ‘Mr „Ernest: Harbottle; F.C.A., not  surtax. After the introduction. of ` 

wu 3 de : P i & ^ iehairman of Tyn dall: Fund ‘Managers, ` unified tax, this interest will be free from: 

a f said that the: “Capi Fund is, now-*, all personal ' tax: In other words, the : 


-WITH 1 the fospect that the jivoarahle tax approximately 61 per cént-invested in the "humble National Savings, Bank, - fora Ld 
"yosition or growth and income bonds United Kingdom, r7 pericent'in North ‘. limited: amount" of. interest, will offer 
‘issued by insurance companies may not America . and- the balance. mainly in..’ anyone paying tax at the higher ' rates a- 
“Jast. for very much longer, there: is no gue Tun and'in cash. The : return of 4. per cent net. © q ; K 
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Mee ~ persons — is ‘parallel’ (presusiably pro. rata to a shi of i in- 
p comes, Gerthane, however, 1 is the following áta: 


UK taste paid by £ bilion {£ billion 
1952 e : . eco. 3'2 
.1963;. o9 . 6:7 

'. 7 I97I ` 0.9- v  I5'j 
1972273 “Budget Pr. 16:8 


Hah: Professor Perrin data to denne that, during the past 


^.^. two decades, personal incomes have risen’ five times as fast as. 





Inflation; Its Cause and Cure 


SR, - I have read with some concern Professor Perrin’ S satel 


ment’ (Jan uary 18th issue) of the considerations that led him. 
and Professor Stamp to reject a research proposal initiated by. a 
private individual, Mr Jack Clayton. He agrees that the subject | 
is very important, but his department ‘has no Dn 
l research capacity’. Indeed, one would, hope: not! i 

' Itis right that. public purse researchers should be- busy, but - 
altogether wrong that this should be a reason for refusing to: 
. consider suggestions for further work. The- corollary, that each 


~., next sub ect.for research is only to.-be looked for when the ` 


researchers are idle, borders on fantasy. The fesearch resources 
are thin| nough without such avoidabie. inefficiency. E 
*''*Publidly-remunerated' academic staff’, ` writes . Protester. 


Perrin, ‘cannot be'directed by me to irj aside approved research | 
projects!dr other scheduled work .'. .’» This conjures up a truly ' 
frighteni hg vision if research, once " started, -cannot be. ended : 
' before it has run the full length. of original plans t based on theories 


or assumptions that may well be disproved early in the project, - 
‘I sincerely trust that all current research conducted from Lan- : 
caster is; under effective supervision and control and that. 
research resources are allocated flexibly, with regular reviews ~~ 


. cure inflation) if I were Chancellor. I regarded it = 
in error — as a serious inquiry; and sought with his help to 


1 company: incoines? If'so, he should send it forthwith to the ~ 


Central Statistical Office. 1 
Neither can I regard with his equanimity the enormous 
recent: increase in-the overall burden of taxation; it. reflects ` 


government squandermania — the root cause of our inflation. If 


we are to avoid the looming runaway inflation; both. public’ 
spending and the resultant taxation must be drastically. cut. 


. Other academics, seemingly, share my view: vide Professor . . 


: G. S. A. Wheatcroft’s “A taxation policy for growth’; and’ Miss. 
Della Nevitt’s — Taxation pushes the lower-paid worker below . 
the poverty-line’. - | 

. My request for RT help was miy response to Professor 
Perrin’s. implied query as to what I would do (presumably 2 
X 


provide a’ serious ‘constructive answer: As regardà gratuitous -> 
réjection ` by Professor Stamp of assistance from him that 
even my folly did not extend to seek, I am still awaiting, patiently, 


' his ‘sensible and logical answers’ to the 13 relevant queries which 


I addressed:to himin your issue of December 30th, 1971. 
Alas, my request for academic help — alike with those for help _ 


n - 


lone. 


from my Institute ~ has fallen on. deaf ears. I must, again, go it 


just as,-I am sure, Professor Perrin would advocate that com-: . 


mercial resources should be allocated in business. ND $ as 

"Perhaps Professor Perrin meant- ‘will ‘not’, when he wrote 
cannot Then he and Professor Stamp are. taking their stand ' 
(against collaborating with Mr Clayton) on a matter of judgment, 


. . and they] are on safer ground. If they believe that they have 


sufficient) equally deserving Projects on hand. and in reserve, 
they shot d say so. 

_ It is p ible that personalities come ino the situation, and. 
- the professors would not wish to suffer. the disturbance of. i in- 
volvement with an enthusiast like Mr Clayton. They could not | 
. be blamed for keeping this sort of consideration to themselves; 
` but it.is, I trust, quite wrong to suggest that ideas emanating . 
- from enthusiasts could not and should not be Conor ea for. 

publicly- ance research. | i 
: Hi 

Tunbridge Wells, Kent. 


TN 


Yours faithfully, | , a 
^. PETER REYNOLDS. `. 


Sm, - 1i fessor Perrin's latest letter (January 18th) contradicts 
his earli one (December 14th): his assertion then related ‘to 
‘net company incomes before tax and allowances’ (his italics); `’ 


but, he now imports the usual lop-sided inflation. a ements 
i.e., disregarding the ‘super-profits’ of inflation.--  ' 
it is, [5 suppose, conceivable that ‘an ‘indenendentyninded | 
| academic} could,- pursuant to Jean's theory of’ accidental 
probability — by. mere scholasticism — reach identical conclu- 
sions tolthose of the ' cut-company-tax’ lobby, without. being.‘ 
influenced by its 20-year intensive propaganda. But such a. 
miracle. were, surely, more likely i in an older foundation; and 
. ‘would seemingly restrict communication (between the. Professor - 
and “my |friend and colleague Professor Edward Stamp") to- 
‘smoke si ! A 


e 





cern (nor is offered) any.factuàl data: that (if I 


n E D “Youre faithfully, 7 
i Cheam id JACK CLAYTON, F.C.A. 


Examining an Examining Technique - 


SIR,- I gladly accept the invitation of Mr Dunn, of Chesterfield, 

College of ‘T'echnology,. to consider the two main points in his. 

. letter which appeared in your issue of December 14th, 1972, viz.: ` 
(2) the use of objective type tests linked with. ee i 


learning; l 
(8) the use of a feed-back classroom i in running programmes 
'' ahd. mültiple-choice type tests. `. 
These points exemplify precisely what I had in, mind when 


Sanne the article ‘Examining an Examining Technique’ which . 
x Spp in the issue of November. goth, 1972, and are covered 


, by my ‘reference to ‘patient research’. 

I am encouraged 1 to’ see that:Mr Dunn suggests that questions 
on such topics as joint.ventures and consignment accounts ` 
‘should’ be, avoided. in applying the multiple-choice technique, 
but cannot. accept the argument that they should be excluded. ` 
merely because they may not be encountered in the entire 
working lifé of an accountant. I do not see how it is possible to. 


' “evolve a ‘highly-trained accountant without taking him first 


through an, almost endless series of mental gymnastics — unless 


‘the profession is willing to accept lower standards, which Heaven 
- forbid! It would appear that Mr Dunn and I both agree, how- , 
“ever; : : that a> question calling for seven different. functional. 


- accounts i$ not suitable material for a multiple-choice question, 


„although an examining Moriarty would give a wicked chuckle 


, as he insérted.it in the:objective examination paper. ` 
"With regard to the letter from Dr Sellers, of the College of 


Business Administration, Texas A and M University (January © 


isturbs me is yet another generalization, for sieh. I. 4th issue); I am encóuraged to note that he has detected the i 
' * basic erroneous assumption” that the multiple-choice (or any ` 


oe j¢nd it) the enormous ‘tax shift — from me to i other type.. of. dd testing) is a substitute for essay-type 
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iiris i$ prdperly prepared” is a vital , 

l paration: ðf a« question: intended . to: bé 

MAJOR o7. _ifice-choive conditions: ie; 'in: my. opinion, 

had le. xc6u"onzthezknowledge- of the examiner. as an , 

o, T ‘bam ‘glad ‘that: Dr Sellers has-inentioned the : 
be: 
ades 


-Ao' pepalize: the ‘student: inia: particularly: vicious nianner. 
vim | re poet es “Yours ‘faithfully, - i | 
borough, its i Iw ROBERT, E d 
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“ile Role’ ‘of ‘Accountants’: 
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Em. aa ias vera interested- to A Mr Embleton’ à: Eier 
"(January-rith);on -the rolexof: the accountant. He highlights | 
-what-I-am_sure:s the major problem in-Britain; today =~ n M 
the. workers’ lack of trust in management and.in government.” 
This; of course, results in unions refusing. to: co-operate with 


either in such ‘vital matters -as: control: of. inflation; and ‘the 


current freeze, which’ many, people know is’. for. thé ultimate“ 
560d of all Britons. - e LN 
.. Unfortunately: management. and Workers do not meet enough, 


-— í MW 
z 


t^ 


- or- try to understand each: ‘other,’ and neither will moyë from 


their entrenched positions. ` : 
"Accountants often have closé contact with both, but are usually 


regarded by workers as part of imanagement. Howevér, they'are | 
» probably regarded with a:certàin degree of. trust and: can help: 


break down this barrier ‘by encouraging boards, to "be, more 


: open ‘with workers and, having done this, supplying useful 


+ 
[E 
* 


X 


` Zmáking no effort'to put them into.éffect. However, theré now. 


and meariingful figures and information tó'union representatives. 

Tf: everyone can seé they are receiVing.a fair share of their 
“company ’3 prosperity, they: will work harder and às a team. 
-The company. and e nation, will then. benefit. 


- Yours faithfully, ° 
‘PAUL GAYWOOD, Ac. A. 
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STR, — 
, Embleton (January rith issue), in order to»say-how: much’ 1 
"agree with his Positive attitude. ‘Too. many: people, including me, 

-are inclined to: take a sideline view ahd accept principles. while 


appears to be a move by accountants to assert that we do have an 


important part:to play in industrial relations: first; the Assócia- .. 


tion’s ‘new examination syllabus. proposals, referréd to in Mr 
Embleton’s letter, and then at least: orie-nember of the Council 


. of-the English Chartered Institute: expressing similar thoughts: 

- This- still, leaves ‘the problem, however, ‘of what to-do in: ‘his address at the Brighton residential conference; referring. to | 
/ practice. Tt.is all very well talking and studying good industrial - VAT [The Accountant; ‘January 25th], conceded « that tax x : 
i reformis on the scale. to which, the’ present Government had | 


E 


4 


relations, but such principles must bé put into effect; not only 
in. ‘industry, as the word ‘industrial’ may imply, but also i in'all 
types. of employér-employee: relations., 


The first decision, it would ‘appear; js to be always. fait and as being in.a good.« cause. .. 


; -honest when dealing. with staff matters, even when it is difficult; 


. zcific factual’. 


Iam. writing with Cane to the. letter from Mr Donald 


roe a 
TRAE A 


Di 


A bgansyered.under.. . advice; may. often be sought. In industry; especially.as regar 
Ads is precisely what. I am. information disclosed to trade- unions under the Industrial 


*' he” 
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| l | NEED ; i with | pm rm justifiable. ME nd this. includes’ student. em-. 

5 ; f -which ployees.yIt, Means. setting. a. ‘high. example-of. ‘professional in- ` 

NS. l | yall. tog -tegrity;whether : we:work in industry arin public PE $o.that 

sam M ELM we,àre seen, to'be impartial; fair, arid. honest.: , : 5 


As-far as the accountant in public; practice is: concerned. hei iser 


expected, more.and. more; 't0.be more-than;a book- keeper : ard 
auditor. -L would not suggest. that. he. should. intrude. on, his 
clients? industrial relations from a position of ignorance, but. 


if he demonstrates to, them a sound; practical knowledge, his 


ds 


‘ Relations Act, he can demonstrate:his good faith by. presenting 
` such information clearly and- fairly, and if in a suitablé ae 
. position play.an effective part in-negotiations ` | 

He can, from an impartial but committed position, demon: 


strate to^both parties that it is to the benefit. of all’concerned + 


shareholders; . management, and Workforce ~to, come to.an 


the operation to'be profitable in any- case, and this can. only be 
achieved by each side talking with, and. listening to, the other | 


inan 


position, a great deal of bad feeling and trouble would be saved. 

This is surely.a subject that accountants, or indeed: inybony.- 
élse, can ill.afford to ignore; and it is. well worth paying a attention | 
to: ‘high | standards of industrial relationis: ` 


a ; Yours p ly, " 
` Ç. WEEKS; A.C. A. 
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-ED8 - Accounting for inflation . 


SIR, - “So ‘EDS js ¢ out! Inflation has a material effect on Ld 
It is not confined to published accounts — which dó.not really -- 
matter a damn. I.àm all for standard practice but I am prepared - 
to: wager that;no. two uud companie: figures. will, in fact, 
be comparable.. . et 

: What is an excessive ‘amount, of work? Companies à re. already 
staggering under the. weight. of VAT, ACT, revised: PRYE- 
regulations and-the- like, so I:suppose: another: straw. will not — 


~ As 


- contrary to proverbial belief — break the camel’s back. . 


: But just-imagine the complications i in a few ‘years” time, when 
the base of.the;consumer price index has’ been:-shifted from . 


1963— 100; or even next year, when the factors are re-calculated : . 


and the. factor to be uséd for monetary. items. bought.i in (say) | 


"1946 changes to 3. point. sornethingl: ‘There is an error in the 


appendix 3 figuré now. it is nearer 2 725 than 2: 13 hut thén 
of course 1971 at 148: 4 18 only. an estimate j 
What a nonsense it 1s, particularly as nothing vill adus the 


Inspector of T'axes to.accept accounts prepared i in CPP pounds.' 


fori it." 


We should be: neci: the cause eof inflation — not yer 
UN 


Ma x EUN Youre faithfully, ` 
« Northwood, pu E D sa tD. AL ‘TRIGWELL. - 
Accountants and Tax Reform. x 

SIR, — Mr Patrick Jenkin, 'Chief- Sécretary. to ó the: "Tressury. i in: 


+f’ , 


2M 


‘committed itself, inevitably imposed burdens on the accountancy . 


+ working marks, fot thouglitlegsness 'i inthis’ direction . agrèed solution’ to” any. problems: They all need ‘each other fot v 


4 


pa 


8 point of view:-Í would submit’ ‘that if a little more time ` 
. Were. "to be spent genuinely listening tó the other opinion and ' 


` 
t 


£c 


af 


^ 4 
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: profession but: he hoped that its members would. E them. - m 


t r 
BO. T. 


20x 
I would mention: that the previous: Corant “was: is» 


as. we are:expected to be in our professional work. ‘This’ means - comihitted’. to complicated reforms- almost yay -ahd the 


2 "assessing ‘people,’ and letting: ‘them. know, genuinely,- what: is 


Rt about Tien P won and d "Pigeon k also -means - 


‘burdens’ seem a nevef-diminishing | quantity. 
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LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post. ` 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY- MADE COMPANIES 
inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01—253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) — 


MN o 
Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near , 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. . 


FREE LISTS OF VACANCIES 


will ibe posted to you or you can drop in and ~ without any 
..form-filling - study the classified registers. Over 500 vacancies 
_in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 

More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. PANIES] U.K. — up to £5,000; Overseas — up to 
£10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860. 


Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000-+. 


|] Sa 


Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments. 


{| 
EMPLOYERS: Our register of candidates lists hundreds of’ 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 
I shall let you know within the hour. 
R. Thornhill, eee 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, -London EC2A 1HT 


to. 


February 18,1973 - . ^: |. , " — ACCOUNTANT. 








You could have these letters 
after your name 


with SOA guaranteed tuition 


Qualifications are the key to success. Without them, you 
could stay in the same old rut for years. With them, the way to 
the top is wide open. 

We're now offering you a home study course with an 
important benefit: a course with a guarantee backed by our 60 
years’ experience of successful coaching for professional 
accountancy examinations. Many thousands have already 
passed their exams using School of Accountancy courses — over 


,30,000 successes in Chartered Accountancy examinations in 


England, Scotland and Ireland including 219 first places, 188 
second places, 189 third places and over 300 other awards. 
Last year many of our students re-enrolled for further quali- 


‘fications after passing their examinations ~ and many more . 


of'our enrolments were entirely the result of recommendations 


. from further SOA students. Once you've experienced success 


through SOA, you'll realise there's no reason why you can’t’ 
go right to the top. 

With the School of Accountancy you id in your own 
home, at your own time, at your own pace. All material is 
specially designed to develop individual potential. You are 


coached by tutors who are highly qualified experts in your .' 


field. You will be guided through the course and the model 
answers, step by step and given vital advice on exam 
techniques. 

Find out about the School of Accountancy. Fill in this 
coupon and send it off today — your first step on the road to 


Success, 


Your way to success starts here! 


DIL———————-——---——----— 


Post this coupon today to: 

The School of Accountancy & Business Studies, 

107a Regent House, Stewarts Road, London SWS 4UJ 
Telephone: 01-622 99111 

or 107a Regent House, 341 Argyle St., Glasgow G2 8LW 
Telephone: 041-221 29263 j 


Subject or Examination 


"AGE 





ln 


The Schod of Accountancy 
i & Business Studies EST. 1910 


L = Accredited by the Council for the Accreditation of Correspondence Colleges. aa 
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both i in T aid.i in ndi. ‘to cope: 
with the néeds of the future. But such was, 


the pace "ot change today that members.’ 


could nota fford tosit back, once qualified; 


and t ~ that „their education” and ` 
` training. "e over and. ‘leave things to 
- others. ' 3 l T " «^ BN 
Ho | 
"E NM 
Tx 
E s Y^ p. 
r 
[ 
ROP SING. "ilie toast. AS The die 
sut -of. Chartered Accountants in 


Englandi d Wales at last week's annual. 
` dinner of the Beds, Bucks, and, Herts 


Society Jof Chartered “Accountants, Sir >. | 
Desmond: Heap, LL.M., President óf the. " 


Law Society, strongly --. criticized ^ ‘the: 
trend towards ‘government by consent’: 
It was intolerable, he said, for dividuals: 


to choose which laws they would accept, 
or for d sovereign Parliament to. be: 
 restrainet . from legislating: against - the: 
selfish i; erests of a particular group. 

He chlled on members of the estab- 
lished. professions to take pride in their ` 
status professional - people, and .to. 


close their ranks in the face of attack 


from other quarters.. Membership of a- 


profession involved, by-definition, per- 


sonal integrity and the acceptance of an . 


ethical code; those who did not profess 
such a code were not professional people. 
‘Quoting the dictum that ‘there is nothing 


that cannot be made a little more nastily, - 


‘and sold for -a little-less’, Sir Desmond ^ 
declared his total opposition to what he 
described as ‘the supermarket approach’ 
to the professions; we were living, he 
said, i a milk shake and hamburger 
„society? ji n which the idea of conscientious 
professionalism was anathema to some 
. people: : LE 


-'* 0, 
` 


aan RE: changes EE 


- Respoh ing to the foast, the President- 
of thé E Institute, Mr D. S. „Morpeth, 
T Ds 1.COM:, F.C. A., said, ‘We are living 
‘in a. wotld which i is changing very ‘rapidly. - 
"Techndlogy is 'changing our way, of life- 
at; an Ccelerating rate. We talk of at-. 
taining|in this country a 5. per. cent -rate ` 
of sion of the 'econony.: If, ‘this “ 
could|be kept up indefinitely; a. child . 
born [today :: peus see his standard. of 
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living multiply, bye 32 rs the. time ‘he: 


reached the age of-75:. We could have 
little conception « of what society would be: 


like then. 
They. had ‘to: ‘récognize- ‘that, as a Mo 
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to, asséss: whether - their ‘knowledge was Mr: "Colin, Mead; ES DAS PE. 
sufficient, to ‘try, and: improve their tech- . "the; Southern: "Society. zo Chartere 
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a to: sit un after’ dialifying "3 
depènd ; "on. pure experiefice. to last one 
the. rest of .one's:career. ‘The. Institute 


E: i was:itherefore. going. to, "develop further. 


study; ‘experience “and: examinations ‘for 


` ‘ 


fession, ‘they were in the ‘midst of tre- * those who-wish to. : becorné Fellows, and 


.-fnendoüs ‘changes in: ‘the | economy and’ 


society,- and .whether’ they liked. it or. 
not, they had to: ‘change and.adapt them: -. 
selves’ to meet new and i increasing demands 


_or ultimately pay the price of failure. T 


This. applied to all meinbers of the pro- 


fession — "whether newly-qualified, a 
small -practitioner or æ large One,-a 
financial - director of an. international 
"company, or chief accountant of.: a. $n 
one. , 

. "Two of the vital, aims of the Inite. 
concerned. with .' its development’, ‘the - 


President ‘continued, ‘are, the education 
and training and technical divisions. In 


. education, wé have already- ‘embarked . 


ona’ very. ‘comprehensive - programme 
directed at trying to ensure that members 
"in the future ‘will develop , the; standards . 
and. abilities which will. be tequired of.. 
'them:15 or 20 years from now: : ^, - 


‘The, education system ‘today results”. 


in the tendéncy. for the brighter. boys to 
take “A” levels’ and go to. ‘university. If. 


we wish to attract a proper proportion of 


‘these into our profession — as I. am quite- 
'Sure we do- we must reconnóitre where 


they are to be found. "This does not mean 
" however, that we should close the door: 
‘to, all others}: -we must never do that. It: 
does mean "that we must encourage the , 
Pd usd of graduates. : Pu 

- “If wë wish t6 attract a much higher 
“quality entrant, his tuition, ‘his training. 
and his examinations must be up to the 
standard which ‘he has a right. to expect. 
of:a-high quality. profession’. $>., l 

E UR oy: of UE cu it was not 


whó' could- therefore demonstrate to the _ 
` public additional specialist. skills: TA. 


* 


. Post- qualifying training : 


Eor all members there was à fast. 
expanding ` programme of coürses in- 
specialist areas for tlie member in indus- 
try, or in practice, large or small, "and - 
which had ‘been. developed. with. the. m. 
o£."a “number . of members. willing! to 


` devote: their skills, experience and time `. 


‘for the benefit of members.. This whole 
„educational .package «was ;vital to -the 


m 


. long-term., future’ of the Institute =a- . 


fact of which: members demonstrated 
their recognition at‘ the: special. meeting ` 
^in September last year, and would again, 
-he believed, at the meeting in June. .— - 
'. ‘Our future’, concluded. Mr. Morpeth; 


| : ‘depends -on an energetic, imaginative ^ 
and technically skilled technical division |. | 


adequately | staffed with people of. the 
right | -Calibre. “The technical’ division: 
is in a sense our fuel source for the future, ^ 
and we must all récognize this and devote ` 


.to it the necessary resources. Having ^ 


done so, we can then expect a high. 
"quality dynamic service’, 
Proposing the’ toast - of ‘Our Guests? 
Mr J.E. Burrows, r.C.a. . President of 
;the Beds, Bucks and Herts , District- 


Society, referred in particular | to the: `- 


“presence of. Mr. E. K. Wright; M.A., 
.F.C;A., Deputy President of the Institute, 
whom he welcomed as ‘Father’ of the 
Society. Mr M, Aitken, F.c.1.3., deputy- ` 
“managing director of Electroltix Le. 
nou Tu OM ee 
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| Student Roundabout | 


FIRST PRIZE WINNERS IN 
ICA FINALS 


_F rest PLACE in the Institute's Final Part II 


examinations has been won by Richard ' 


Wyber, who is. with the London office of 
Price Waterhouse. 
As well as his 
latest success in 
Part II, he also 
: came first in last 

` year's Final Part 
I and in the 1970 
Intermediate. A 
ful list of the 
successful candi- 
dates in the latest 
Ld examinations ap- 

pears as a supplement to this issue. 
‘Richard Wyber is 25 years of age and 
was educated at Dulwich College and 





. Gonville and Caius College, where he | 


` started to read economics but changed to 
Jaw, graduating with a B.A. He is articled 
to Mr P.-L. Ainger, .F.C.A., of Price 
Waterhouse, and studied through his 
firm's tutorial department and ATF, who 
helped him to success with their eight- 
week full-time course. 
Inthe words of his ATF tutor, Mr A. D. 
Brierley, LL.B., A.C.A., ‘he was an out- 


: _ Standing pupil and it was clearly- on the 


cards that he would achieve at least a 
prize. The fàct that he came first was not 
surprising’: 

-. In the Part I exam., the First Place 
in Order of Merit and the Robert 
Fletcher Prize were, won jointly by 
Graham F. Dodd, of Liverpool, Peter H. 

Fletcher, of ‘London, and Andrew 
Shaddock, also of London. 
: Graham Dodd, who is 21 years of age, 
is articled to Mr D. K. Adams, B.com., 

.F.C.A., a partrier in Thornton Baker, of 
` Liverpool. ‘Educated at Sheffield’ Uni- 
versity, where he studied accountancy 
and economics,'he graduated with a B.A. 
degree. 

He attributes, much of his ‘success to a 
straightforward adjustment from univer- 
sity study to a Foulks. Lynch corres- 
pondence course. On his future intentions, 
Mr Adams, his principal, summed these 
up with the words ‘to pass the’ next 
exams’. Graham "Dodd lives with his 
` parents at Wallasey, Cheshire, .and lists 
as his interests, cricket, rugby, bridge 
and classical music. 

Price Waterhouse, have achieved a 


. hat-trick in that in addition to Richard 


Wyber’s success, both the other two first 
place candidates i in Part I are with the 
firm's London office. Both are: graduates 
and attribute their success to the firm's 
tutorial.division and aai study, with 
Foulks Lynch, - 

. Peter F letcher took his B.A. at Merton 
College, ‘Oxford, and was prompted 
into the profession through the Oxford 
University Appointments Bureau. Ar- 
ticled to Mr C. I. Brown, F.c.a., he is 
25 years of age, married and lives in 
London. Contrary to some views, mar- 
riage was no bar to successful study. 

Andrew Shaddock is articled to Mr 
H. Hughes, F.c.a. After leaving University 
College School, Hampstead, he studied 
natural sciences and economics at St 
John's College, Cambridge. Unlike his 
fellow prize-winners, he had made up. 
his mind to enter the profession in his 
last year at Cambridge. In addition to his 
studies with Foulks Lynch he took their 


eight-week intensive course prior to the 


exam. Andrew Shaddock lives with his 
parents at Richmond and when time 
allows plays rugby, cricket, squash and 
tennis. 


.BIRMINGHAM TAX COURSE 


FOLLOWING hard on the heels of the over- 
subscribed and, informative course on 
intermediate accounts- conducted by Mr 


John Anderson, M.A., A.C.A., Barrister, 


last month for members of the Birming- 
ham CASS, there can be no doubt that 
the one on taxation to be led by Mr M. J. 
Worthington, F.c.a., on February 13th 
will also be a ‘sell-out’. 

Many students are renowned for late 
applications and ‘Roundabout’ has been 
asked to stress to articled clerks and their 
principals that prompt application is 
necessary both for administrative pur- 
poses and for a place on the course. 
Applications will not be considered after 
first post, February oth. 

To be held at the Library, Steelhouse 


` Lane, the subjects to be covered by: the. 
course will include Schedule D: new ^ 


businéss treatment and cessation, and 
partnership division and lósses. 

The fee is £1 for those working in the 
Birmingham area and 75p for, Branch 
members. Cheques should be made out 
to the Senior and Students Societies 


February 1st, 1973 


— 


Joint nee Committee and sent to the 
Library, Fountain Court, Steelhouse 
‘Lane, Birmingham B4 6EA. 


Winter Ball 


As announced under ‘Roundabout’ on 
January 11th, members of the Society are 
requested to make early application for 
tickets for the Society's winter ball due | 
to be held at the Chateau Impney, 
Droitwich, on February 23rd. ` 

A cabaret will be provided by Chris 
Barber and his jazzmen and there will 
also be a supporting group and a disco. 
This annual event is always a great suc- 
cess and this year's promises to be nó 
exception. Tickets, which include a 
buffet, are £3:50 single, £7 double, and 
are available from the Library or any 
committee member. 


. TOPICAL COURSES AT 
SHEFFIELD 


MEMBERS of the Sheffield CASS are 
invited to a one-day tax course which has 
been organized by the Sheffield and 
District Society of Chartered Account- 
ants to be held on February 14th at the: 
Hallam Tower Hotel, Sheffield. 

. The course will .be devoted to current 
tax problems, including company tax 
reform and the 1972 Finance Act. The 
speakers will be Mr J. C. W. Cox, F.C.A., 
and Mr J. P. Hardman, F.c.a: 


`` Members are also invited to a one-day . 


course entitled ‘Company law in the 
EEC: the effects of Britain’s entry on 
UK company law and on industrial and 
professional accountancy practice.’ The 


` principal speakers will be Mr Clive M. 


Schmitthoff, LL.M., LL.D., Dr. jur. 
Barrister, and Mr “Robert iL Parker, 
B.3c.(ECon.}, F.C.A. 

For students, the fee for both courses 
has been reduced by 25 per cent to /,5:50 
which includes lunch and light refresh- 
ments. Applications to attend,. together 
with remittances made payable to the 
senior Society, should be- sent im- 
mediately to Mr G. L. Stuart-Harris, 
A.C.A., 22 Norfolk Row, Sheffield 81 2PA. 


SHEFFIELD'S NEW SECRETARY 


ALAN SHEPHERD, who over the past year 
has done so much to maintain and, 
increase the good reputation of the 


‘Sheffield CASS, particularly in regard to 


ensuring that it has become a more - 
outward-looking Society, has now relin- 
quished his appointment as secretary. 
He is succeeded by Harvey M. Farber, 
to whom all communications should be 
sent at the Society’s central office, 
Victoria Chambers, 22 Norfolk Row, 
Sheffield 81 2PA. Teepe 23286. 


i l 
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ASSOC ATION’ S EDUCATION 
AND' 'CAREER MEETINGS: 


The Association of Certified’ Account- 
-ants havelbeen arranged for Cheltenham, - 
Dundee, the. Open University, -Luton, 


Cambridge, Thurrock, Ipswich and Nor- - 


wich qune the months of F ebruary and 
March. : 

Further details regarding ihe dates and 
times can x obtained from the Educa- 
tion Officer, The Association of Certified 
Accountants, 22 Bedford Square, London 
WCi1iB 3H. 


MANCHESTER COURSES | 


MEMBERS of the Manchester CASS are 
requested to note that a one-day course . 
entitled ‘Company law relating to liquida- 
tions and memorandum and articles of 


association ’ has. been. omitted from the 
Society’s | diary’ of méetings. 

The co e takes place. on F ebruary 
7th at thi Meuchester Business School, 
Booth Street West, commencing at 9.30 : 
a.m., and will be conducted by lecturers 


from Chart London Tutors. At the same 
venue and time on February 1st, lecturers 
from the, same. establishment wil be 
covering aspects of published accounts of’ 
limited companies and branch accounts. | 


| Evening Disco 
On Mac gth, members of thé Man- 
_chester [o 
guaranteed a good, evening's entertain- 
mentat aldisco organized by the Society 
at the- Pinewood Hotel (Pennyfarthing, 
`- Suite), low. 


Commencing at 8.30 p.m. and Pd 


until 2 am. tickets, price {1°25, are 
available | | from’ the Society’s offices, 
46 Fountain Street, Manchester M2 2AD. 


€ -WEST ESSEX GROUP 


Tue first ' meeting i in the 1973 programme 
-of lectures of the South-West Essex 


Group of, the London CASS got off to a. 


good ‘start on January 17th, at the Angel 
Hotel, Ilford, when nearly 20 members 
were present to hear Mr. A. C. Laing, C.A., 
of Foulks Lynch, speak.on capital gains 
‘tax. “His most interesting’ talk included 
some of the more obscure aspects of this 
subject jand under the branch's new 
lecture format (‘Roundabout’, "January 
11th), 


the unifie personal tax and the taputa 


tion corporation tax. 
The next meeting of the. branch will 
take place on Wednesday, February 14th, 





E Hotel, 109 High / Road, 
at 6 for 6. .45 p.m., when the 
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EDUCATION and career meetings run by 
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SIR, - I completely dore the desire for a, 
change in ACASS advocated by Brian 


Cole -(‘Roundabout’, January 25th) I- 


particularly agree with ‘his description of 
‘pre-Edwardian’ attitudes in: students’ 
societies. 

. However, I see sidus: in his letter 


- which suggests anything other than à wish 
'to perpetuate anachronistic attitudes in» 


student affairs. A change i in these attitudes 
_ must take place. The attitude of principals 
" towards their clerks and .the attitude of 
students towards their careers and their: 
Institute must be dragged (screaming and 


kicking, so it seems) into the 2oth century. 
. I also agree that. the measure of success: . 
of local’ societies must be the attendance 


and the amount of interest generated. Ata 


- 161 


t 
1 - 


-= 


At the March Council a — which will 


please Birmingham CASS, but which will - 


produce howls of protest from other 
societies, will bé submitted. 

It occurs to.me' that the “Tower of 
Babel’ structure, which has existed: since 
1903, thrives on the vested interests and 
_ the petty politics of those Edwardians and 


their Victorian parents. With such attitudes - 


I should obviously beware the Ides of 
March. . 
"Yours , faithfully, AU 
PETER PENNINGTON LEGH, 


PE ACASS. 


SIR, — It's a pity that Mr. Cole’: ‘8 Occasional 


national level the. criteria are not 80. perceptive moments are interspersed with 
recognizable or tangible. Yet does ‘this moments showing a- total lack of under- 
make the national policies (which Birming- standing. I agree that it is time for students’ 
ham CASS, has so often helped form), any societies to ‘shake off their pre-Edwardian 


-less essential? The restructure of ACASS torpor’ and ‘that ACASS will not be really - 


has, been my, major concern in my year of -effective until ‘the majority of students’ 
office. The anomalous fragmented federal societies, reform themselves’. Mr Cole is 


S and their guests can be^ 


ere followed quéstions on the ' 
tax and jon taxation in general, including 


system produces ` yet. more anomalies, 
like the voting system and the levy appor- 
tionment, and most of all the huge com- 


 munication gap. The potential effectiveness 


of the student body is seriously under- 
mined by these insurmountable political 
and' administrative problems and further- 
more they. àre exceedingly divisive as. 
recent letters prové. — . 

What then should be done? Is it wished 


that ACASS should abdicate its position? 


Surely, not, because for all its weaknesses, 
it 1s'a representative body and an effective 
voice in' student (and ' Institute) affairs. 


‘Should we go -back to the provinces and 


ignore our futures and not concern our- 
selves with any matters beyond: the annual 


date.’ 

ACASS is one student body which is 
moving into the 2oth century. Important 
developments within the last year have 
been (1) proposals for a national student 


body which will provide a really effective. 


student power; (2) the development of 
detailed and comprehensive policy state- 
ments; (3) the promotion of European 
liaison; (4) the use-of press publicity as 
never- "before, 


Perhaps .Mr, Cole, would suggest a 
national chess association as the correct 
framework for student bodies? 

Since Mr Cole took the opportunity to 


dance and. a lecturé or two’ on branch ‘blow the Birmningham trumpet, I would 


accounts? (OK, so you have a motor club, 


Mr Cole.) No, of course not. Regionally, 


societies must be active and cater for the 
needs of their members. My conténtion is ` 
that there is an equally essential national 


role and to fulfil‘that we need support, for , 


we on the Executive are not, a permanent 
staff but. society members placed in the 
invidious position of having to-survive all 


' extremes of view, the Institute and internal 


politics. It gets its opinions and its mandate 


from the societies.. It i is as strong’ as those 


societies. 

| On.the question of ile voting. structure. 
The idea of one-society, one-vote offends 
rnany: democratic principles. For example, 
if we used ‘proportional representation, : 
the London vote would secure a majority 
on. every issue. Also, if a society with 
25 members (which pays a levy ona per 
capita basis), has equal votes with a society | 


. with 6,000 members, the latter society will. 
., justifiably feel a. bit cheated. Mr Cole has 


pointed towards an area MS for reform. 


M 


-likè to respond on behalf of London. 


, CASSL is only too aware of the need for 


reform, that is why we are currently 


negotiating with the Institute over a new ` 


set of rules. How about Biving us some 
support Mr Cole, if reform is your motto? 

In addition to trying to achieve in- 
creased autonomy and membership in- 


volvement by rule change, London is also ^ 


"concerning itself with members’ condi- 
tions of employment (salaries. campaign 
and articles abolishment campaign); it is 
‘organizing study groups on European 
accounting, taxation- and cost benefit 


-— 


catching-on fast, he is only one year out of 


in order to strengthen 
'ACASS's negotiating position. 


analysis, and also a comprehensive pro- 


gramme of seminars and conferences. 
‘Rather than criticizing from afar, Mr 
Cole should first discover what i is happen- 
ing in the Metropolis. 
s Yours sincerely, 
RICHARD VINSON, 


Chairman, London CASS, 
“Member; ACASS EUM 
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Notes 


and 
Notices 


PROFESSIONAL NOTICES 


¿CRAIG GARDNER: & Co, Chartered Ac-, 


. countants, and CorrEvY GUBBINS & Co, 
"Chartered Accountants, announce that 
, they have formed a new firm which will 
. commence practice on February rst, 
1973, under the name of CRAIG GARDNER 
: CoFFEY GusBINs. The practice will be 
^ carried on from 15 Lower Mallow Street, 
Limerick, 48 Pearse Street, Nenagh, 
. 13 Herbert Street, Dublin and Gardner 
House, Ballsbridge, Dublin 4. The part- 
‘ ners are Messrs PATRICK OLIVER COFFEY, 
M.A., LL.B., F.C.A., GEORGE EVANS. EGAR, 
F.C.A., JOSEPH BRIAN GUBBINS, F.C.A., 
SEUMAS ANTHONY. (GUBBINS, A.C.A., 
- PATRICK ANTHONY KEVANS, -A.C.A., 
WILLIAM Bruce LYSTER, A.C.A., 
MATTHEW MACMAHON, B.A., B.COMM., 
- F.C.A., GERARD WILLIAM O’BRIEN, M.A., 
. B.COMM,, F.C.A., JOSEPH O’BROIN, A.C.A., 
THOMAS JAMES O'HIGGINS, B.A., A.C.A. 


| CRAIG GARDNER & Co and COFFEY 


GUBBINS. & Co will continue their existing 
practices at their present addresses. 


GRAHAM MouLLIN & Co, Certified 
Accountants, announce that Mr KENNETH 

' C. Mong, A.c.c.a., has been admitted to 
partnership as from January rst, 1973. 

"The firm's name remains unchanged. 


‘TURQUANDS BARTON Mavukew & Co 
announce the retirement ón January 
31st, 1973, from their Jersey partnership 
‘of Mr L. H. Day, E.c4, who will 
continue to be available i in a consultative 
capacity. Messrs D. W.. ROTHWELL, 
.F.C.4.,, and J. A. LE FEUVRE, A.C.A., 
members of the staff of the Jersey office, 
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JOHN FOORD & 


61 QUEEN'S GARDENS, 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. | 


í o E ` ue ME. 
\ ‘ACCOUNTANT 


will be admitted to partnership in the 


‘Jersey firm on February ist, 1973. 


Dutton, Moore & Co, Chartered Ac- 
countants, of 6 Silver Street, Hull, an- 
nounce that with effect from- January Ist, 
1973, Mr S. D. Moorg, F.C.A., the senior 
partner, has retired from the practice, 
which will be carried on by the remaining 
partners, Messrs D. C. D. Moore, 
A.C.A., C. ATKIN, A.C.A, and’ E. W. 


GILBERT, ac.a. Mr S. D. Moore will. 
| complete his trusteeship matters and will 


also concentrate on his commercial 
interests. His services will be available 
to the firm 1n a consultative capacity. 


APPOINTMENTS 


Mr Colin H. Campbell, F.1.M.T.a,, 
previously chief accountant of the Mersey 
Docks and Harbour Company, has been 
appointed financial controller. He 1s 
succeeded as chief accountant by Mr 
Austin Callaghan, F.C.M.A. 

Mr Brian H. Funnell, F.C.4., financial 
controller of Twining Crosfield, has been 
appointed a director of R. Twining & Co. 

Mr R. E. Fisher, F.c.a., has been 
appointed manager of the Midland 
Regional Office of Old Piu Street 
Securities. 





| Mr R. E. Fisher. 


Mr M. Stainer. ` 


Mr Michael Stainer, A.C.A., is leaving 
Touche Ross & Co, with whom he has 


" been for six years, to join the Glade 


group of companies as group accountant. 


Mr C. S. Johnson, F.c.4, has been- 


appointed to.the board of The Solicitor's 
Law Stationery Society as financial 
director; he retains the pee of com- 
pany secretary. 

Mr A. W. Knight, A.C.C.A., has been 
appointed chief accountant of Pertesco, 
the UK manufacturing division of the 
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' Applied poses Industries Group of 
Milwaukee, USA 


Mr ‘Stuart Lock, F.c.a., has ee 
appointed managing director of Vermont 
Research of Leatherhead, Surrey. 


Mr Alan Prescott, A.C.M.A., A.C.LS., 
has been appointed accountant of the 
Food Division of the AE 
Wholesale Society. 


Mr John M. T. Ross, M.A., F.C.A., 
previously vice-chairman and managing - 
director of Cosalt Ltd, of Grimsby, ‘has 
been elected chairman of the company. 
He will combine the office of chairman 
with that of chief executive. 


Mr R. J. Taylor, a.c.c.a., A.c.1.8., has 
been appointed assistant financial con- 
troller (finance and budgets branch) of 
the Central Electricity GONE TARE Board. 


Mr C. F. Ward, F.c.a., previously 
group finance director of Dobson Park 
Industries, has been made deputy chair- 
màn of the group. He is succeeded as 
group finance director by. Mr G. J. 
Chibbett, B.COM., F.C.A. . 

Mr N. White, a.c.a., has been appoin- 
ted finance director of Backer Electric, 
and Mr R. Hamstead, A.C.M.A., is appoin- 
ted secretary óf the company. 


OBITUARY | 


Mr J. M. Stockland, 
F.C.A., J.Dip.M.A. 


It is with regret that we record the death 
on January 19th of Mr J. M. Stockland, 
F.C.A., J.DIP.M.A., director of finance of 
Ransome Hoffmann Pollard Ltd. ' 

Mr Stockland, who was aged 56, 
joined Ransome Hoffman Pollard in 1970 
at the time of the formation of the group. 
He was educated at St Clement Danes 
Grammar School and the London School 
of Economics, and after being articled to 
Richard N. Nerney & Co, in the City, he 
joined English Electric at Bradford. 

Following service in the Royal Artillery 
during the war, he returned to English 
Electric and worked in various senior 
financial positions in South Africa, 
Australia, Canada and the UK, finally 
becoming comptroller of the English 
Electric Group from 1962 to 1964. He . 
then joined British Drug Houses as. 
financial controller and director, and in 
1966 became controller of the components 


group of the Plessey Company. 


im 
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48 YEARS IN THE CITY 
Mr Kenneth Bernard Bristow, B.A., 
F.C.A., senior partner of Bristow Burrell 
& Co, .Chartered Accountants, and 
honorary treasurer of the British Diabetic 
Association for 17 years, is retiring from 
professional practice. 

Articled! in December 1924 with the 
firm of Gerard van de Linde & Co, 
Mr Bristow was admitted to membership 
of The Institute of Chartered Account- 
ants in England and Wales. in 1929. He 
has been a partner in his present firm 
since 1932; 

rho 
CORPORATE FINANCIAL 
SIMULATION MODELS | 


ICA Research Project 


The Institute of Chartered Accountants, 
in recognition of the growing importance 
of corporate financial simulation models, 
and e potential impact on.the role of 
the edi has sponsored a research 
project by Dr Peter Grinyer and Mr 
Jeff Wooller, M.SC., A:C.A., at the City 
University's Graduate Business Centre. 
In connection with this project, the 
researche s would like to contact com- 
panies who have developed or used 
corporate módels, and will supply such 
companies with the results of their survey, 
in exchange for some basic, non- 
confidential information. The co-opera- 







tion of is many accountants, financial 
managers and computer bureaux as 
icd ould be much appreciated. 


inyer and Mr Wooller can be 
at the Graduate Business 
Gresham College, Basinghall 


Street, "london ECzr. (01-253. 4399, ext. 


397) | 
| 
-THE ASSOCIATION OF 
`- CERTIFIED ACCOUNTANTS 
.ICareer Film Strips 


Two film strips have been prepared by 


The Assóciation of Certified Accountants, 
one coyéring the work of the. certified 
accountant, the other covering entry and 
training.| The two films are'intended to 
help young people make up their minds 
.on the choice of accountancy as a career 
and as á certified accountant in particular. 
‘Copies of the films, together with 
accompanying ne notes, have been 
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sent to € 2d NE in England, 
Wales and Scotland who offer courses 
up to and including ‘A’. level or its 
equivalent. All career officers in the Youth 
Employment Services have also received 
copies, as have the Association's career 
officers who will gladly arrange showings 
of the films. 


t 


CERTIFIED JABGBÜNTANTSU 
TAX SEMINAR __ 


‘Personal taxation and tax planning’ will 
be the subject of a seminar to be held in 
London and Manchester by The Asso- 
ciation of Certified “Accountants. The 
speakers will include Mr J. M. Cooper, 
F.C.C.A., F.C.LS.,, Assistant Editor of 
FC. CA; 
ETEL and MrR. Waldron, F.C.À., F.C.C.A., 
and the subjects to be covered will be the 
unified personal tax system, tax credit 
scheme, tax planning and tax havens.. 

The London seminar will be at the 
Connaught-Rooms on February 7th, and 
the Manchester seminar at the Midland 
Hotel, on February 15th. 

The fee, including coffee, lunch and 
tea, will be: members and - registered 
students £12, non-members £15. Further 
details are available from the Head of 
Training, The Association of Certified 


‘Accountants, 22 Bedford e London 


WCrB 3HS. 


MAYFAIR TAX DISCUSSION 
. GROUP | 


The next meeting of the Mayfair Tax 


-Discussion Group of the London and 


District Society of Chartered Account- 
ants will be held ón Wednesday, February 
I4th, at 6 p.m. at Devonshire Street 
House, 30 Devonshire Street, London 


"Wir, when Mr Trevor Jones will lead a 


discussion on ‘Property taxation’. 


BARBICAN TAX GROUP 


The next meeting of the Barbican Tax 
Group will. take place on ‘Tuesday, 
February 6th, at 6 p.m. in Committee 
Room 1 at Chartéred Accountants' Hall. 
Thé subject of the meeting will be “The 
imputation system and foreign source 


-income’, and will be introduced vey Mr 


H. J. F riend. 


AN R.R.C. HOME STUDY COURSE provides the manm answer. Backed by 43 years 
of postal tuition experience and pod 220,000 passes, it assures your success in all the 
_ principal exams, in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, 


Accountancy and also 


. Aplin v. White 


REVENUE PAPER 
Hilary Sittings 1973 
The following cases are down for héaring 
during the Hilary Sittings 1973: 
House or Lorps 
Not yet set down but expected to be heard 


- during the Hilary Sittings. 


Oppenheimer v. Cattermole 


COURT OF APPEAL 
Malcolm-Brown and another v. Restorick 
Turner v. Follett | 
Green v. CIR : 


"Taylor v. Provan 


Steiner v, CIR 
I. Marks v. CIR 
L. Marks v. CIR 


S. Marks v. CIR 


HicH Court (Chancery Division) 
United Friendly Insurance Co Ltd v. 
Eady (P 
Clark v. Follett | 3 
CIR v. Joiner 
Benjumen v. CIR 
Bell v. Wright 
Buswell v. CIR 
Johnson v. CIR © 
Stanley and Stanley v. Mans 
Redditch Electro-Plating Co Ltd v. 
Ferrebe M 
Harris Hardners v. Ferrebe- "m 
H. Harris v. Ferrebe 


`J. P. Harris v. Ferrebe- m 


C. J. Clarke Ltd v. CIR 

Fen Farming Co Ltd v. Dunsford 
Follett v. Clark 
CIR v. Ocean Wilsons (Holdings) Ltd 
Taylor v. Pood: 


ORIGINATING MOTIONS . 


Trimingham v. General Commissioners 
. (Income Tax) for. the Division of. 

Hammersmith, London, and another. 
Cini v. CIR . 


LONDON MEETING ON ED8 


Members of the London. and . District 
Sóciety of Chartered Accountants are ' 
invited to an evening meeting at Chartered. 
Accountants’. Hall on Thursday, March < 
ISt, to express their views on the recent - 
exposure draft ED8 on inflation accounting 
(The Accountant, January 18th). The dis- 


' cussion will be led by Mr Kenneth Bishop, 


F.C.A., financial director of Debenhams A 


etc. 


Free 100-page book (without obligation) on application | to Careers Adviser 


THE RAPID RESULTS COLLEGE. 


DEPT AH3, TUITION erter LONDON SW19 4DS : 
Accredited by the Council for ihe Accreditation of Correspondence Colleges " 
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hed and à past. Chaos of the Society. 
; Attendance is limited to-a maximum 


of 120, and tickets, price {1 (to include 


: beer and sandwiches after the’ meeting) 
Swill be issued in order of application to the 
 Bociety’s 8 , offices; 
‘London ECiM: 7AX. The rüieéting will 
" begin at 5-45. pu and ig uro to 


Sais 7.35. ua o , 


. “FINAN CIAL TBAINING-— ON TAPE 
Two further audio; (tape-and-text) train- 


. ing courses on financial subjects: have 


n been produced. by Rediffusion Education 


4 


“ to make a ‘trilogy’ „with its first cours 


con 
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for financial training’ in management. 
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“be played on a battery-powered cassette 


Prepared. jointly by ‘Rediffusion and._ , playet, and accompanied by students’ and- 
instructors? manuals to ‘be used in con- - 


incorporated | into. training programmes ., jünction with.the taped. instruction. 


- for all levels of, management, and to 
combine audio: self-teaching: techniques. “and. Course- 2, which: can; of ‘course, be. 


With control and pun: by an. 


instructor. .. .-« E 


Course 1, ọn financial reports, has six 


taped sessions; Course 2, on cost account- » 


ing, has five sessions, and Course: 3, on. 
- planning and control, has nine'sessions. ^ be trained at a lower. arid. constantly | 


„An important factor.in the. ‘concept of . 


- ‘How. to: read: and interpret "financial - 


^, réporte. The two new -courses are- ‘How 


-to ‘account ; for costs’, and. 
Ped and. control". vh Lon ecd 
guedi in sequence; the three courses, it. 


- 


cee environment. :. see 


wee 4 . i , et x aa RE 


each coursé is.that they should be con-: 
ducted’ under thé: guidance of an in- 


of the student's own ee ‘or’ 


' Each course, ‘contained 1 in an executive 
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Henry Robert Hawkins: con 


oe : a C.A.; of 6. Grassmere Road, Formby, - 
^ ; *Near Liverpool having been found guilty 
: ^S by.a court of a-criminal offence SO E 


‘ay 


us 
` 


: E Flat 6, 22A Sackville Street, 


a ad b. 


Miss 


N 1 A : 


‘in that he on 7th August ‘1972 was 


Gn E convicted’ of handling stolen. goods;: 


: namely . National Health Insurance, 
< stamps to the. value’ of £1 1306 ne 
"the same to be stolen 
, Was EXCLUDED from membérship. , 
MEUS “David? Paterson Holmes. ECA., of 
(London . 
OW having been found guilty of acts or 
< defaults discreditable to a member `` 
{a)i in that he when as receiver for a. 
_ debenture holder in the ‘matter of a 
company (in liquidation) It was his 
duty undef Section 374 .of the ` 
Companies Act 1948 to file with the- 


2 IE Registrar -of Companies ‘by. 4th. 


sU March. 1971 and thereafter at six 
:, , monthly intervals abstracts of his 
. - receipts and payments as recéiver, 

without good cause failed, despite 


E E reminders froni the Department of 


"Trade and Industry and an under- 
` taking given cum to the Depart- 
“ment on: 12th February 1972 to file, 


"eos any abstracts between 4th February — 


. 1971, and 4th September 1972 . 


- Disciplinary Proceedings: . = 5 


H n" : "Disciplinary Commitee - - Hearings on 21st November. 1 972: » Le 


"étructor, and interpreted into'the context ' 
Financial. 


The initial cost of each ‘kit’ for Course 1 


` spread over subsequent training. courses, 
is £190. Additional students’ packs, con- 2 


sisting of the manuals and workbooks, 
cost’ £8 each, so that. after -the initial- 
„investment any number `of.stüdents can : 


‘reducing | cost per head. Initial-cost. for ' 
"Course 3 is £2.50, with additional students’ 
ae atfizeach.- , 
‘Further ‘information is alai from 
 Rediffusion Education, 3 Boltro, Road, ` 
Haywards ` Heath, Sussex. Telephone © 
ae Heath 52377- & Jue a 


Ca ^ 4 
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«sional ‘conduct by: a. client without“ 
A good. cause failed to.reply to a 
er letter from thé Iristitute on . 
the same ‘subject : dated oth ee 

s 1972 
“was EXCLUDED from membership. e 


H A , i 


A. Ivan Mu ACA., dt Logistae- 


against. ' him. in his - aT Bous, 45 Preston New Road, Blackburn : 
capacity by . the M, ia BB2 6AE having’ been found. guilty of 


Trade and Industry 
was EXCLUDED from membership.. 


Ld 


3. 


; Sidney Reynolds,’ P:C.A., oo 29 ` 


Kingsway, Coventry ` having been found ` 


‘eet 


OE in that he without good cause failed . 


x „within a. reasonable time to reply 


i. to a letter addressed to him by the 
Institute on roth. July 1972 ~in 


ci * 


-- connection with a complaint made 


a member. 


guilty of acts‘or defaults discreditable to- 
(aji in that he ei good cause failed, 
. wil 


a- reasonable time to take . 


action upón. of reply to-a letter - 


"addressed to him in his professional 


'" capacity on 21st March: 1972 by : à 


firm of accountants’ 


(i in that hé without good causé failed 


(oss Within a; reasonable time to reply. ` 


‘to a letter addressed to him by the 


Institute on 1sth June: 1972 .con- | 


cerning a. complaint made a t 
‘his professional conduct by à pus 
member 55 


(c) in that he despite an undertaking 
given by him to the Disciplinary ` 


Committee:.on 6th July 1972 that 
‘settle the affairs of a client without 
ee ood cause had failed by oth 
eptember '1972 to. communicate 

. with the client‘on the. matter ~- 
"i in that. he- despite having been. 


- 


he would by the end of August 1972. ` 


reprimanded | by the Dub g 


Committee „on 6th July- 1972 for. 


030 


: ^ to a letter. from the Institute con- ` 
cerning: a Complaint o on. 


_ failure without: good cause to reply . 


is profes- . 


acts or defaults discreditable'to a member ` 
_ (a) in that he without good cause failed . 

© ` within a: reasonable time to reply | 
to the: usual professional | reasons 
letter’ addressed: tò him! on 26th . 

: October 197r bya fellow member ` 
^: (b) in that he without good ‘cause failed 
v6 between. April. 19/o and August . 
1972 to.take adequate steps to keep’. 
the-creditors of a firm for the affairs -. 
_ of whom he was "Trustee on ‘behalf - 


"of the creditors informed: as to, the v 


> progress, ofthose.affairs `- 
' (c) in that ‘he shaving on 27th Mardi: 


1972 informed the creditors of the: 


|, firm that he would at an early date : 


let them have a full report oii his 
© Trusteeship.” had failed’ by -yth | 
, August 1972 to provide’ such or any - 
report. thereon’ or. to ' "inform the 
creditors‘of any proper cause for 
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was REPRIMANDED.: 1 E 
| p, Denis Bowed Tooms, F.C.A.; of 15 
Shaw. Street, - Macclesfield, Cheshire. © 
-SKir- 6QY ‘having been found guilty of. 
an act or default discreditable tooa 
, member `- 

in that he failed vilis four months of 


-— 


the same becoming due to pay à sub- 


-scription: for the. year-.1972 payable ^ 
'..by him to the Institute. 
Was. REPRIMANDED, .. TOPR , i 
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A| wide career cholce of Audit Senior, Tax Senior, 
Investigation Group Senior, Stock Exchange Specialist, 


i PUBLIC PRACTICE 
= Specialist, Consultancy Trans- 


fer after one year. Initial Salary £2,500—£2,750. 
erseas £3,500—£5,000 (50 Countries) 


omotion Ladder — Clearly defined: 
Senior/Senior £3,000—£3,250. 
Supervisor, £3,250—£3,750. 
Junior Manager, £3,750—£4,500. 
Manager, £4,500—£8,000. 


Equity Partner, £8,000—£50,000. 


~ Internal Auditor, or (occasionally) 


IN COMMERCE OR INDUSTRY 


A restricted career choice — Financial Accountant 
Management 
Trainee. Management Accountants will need at least 
one/two years’ training. Initial salary £2,300- 
£3,000 p.a. 


Little chance of Overseas Service. 
Promotion Ladder — Varies with each firm: 
Chief Accountant Subsidiary? £3,000—£4,000. 


Group Chief Accountant? (After ten years?) 
Perhaps £5,000~£6,000.p.a. ' 


Financial Director? (After how long, If ever?) 
£15,000-+-. 


1 
| 
Junior Salaried Partner, £6,000 
| | 


here are already over 30,000 qualified accountants In Industry with perhaps 1,000 Public Companies. 





here are at least 1,500 Professional Vacancies walting to be filled by newly qualified accountants. Before you take 
the first commercial job you. may be offered, consider the above. You may feel it is worth a little of your time 
| iscussing your next career move with us before making a final decision. You are, in any event, a much more attrac- 
ve applicant for a commercial/Industrial vacancy when you have at least added some senior service to your pro- 


fessional quallfication and you can by-pass the Internal Audit intake. 


ome and talk to Leslie Gibson (fifteen years In Public Practice - twelve years in Personnel Consultancy at Director 
vel), or George Ormrod, B.A.(Oxon.), a former Industrial Management accountant with over five years’ ex- 


erience In Personnel Consultancy. 


ur advice Is free. A career mistake by you now can be very expensive. 


IBSON limanan — m 


Accountancy and Executive 
Appointment Consultants | 
First Floor, Liverpool House 
15-17 Eldon Street, London EC2 
Telephone 01—638 0434/7 
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the accou ntancy tutors 
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Once again c our students háve proved the value af expert 
specialist tuition. We congratulate all who have helped 
maintain our pre-eminent record of successes in the 
November 1972 Final Examinations of The Institute of - 
_ Chartered Accountants i in England and Wales. 


© The Chartered Students' Telephone ü its new format ais the E and : 
" specimen answers for the above examinations. Parts |.and lI together: 
*. price 60p (68p post free UK) ; Part Il only: 40p (48p post free UK). 
` Those successful in Part | have the option to enrol either for the normal full ' 
. Gorespondenge course, or for the greatiy. condensed ` 


Ciak Package Course 


which consists of programmed home study material linked with intensive 
: classroom tuition Prior to the examination. 


ines candidates and students attempting the Final examinations for ` 
the first time in May 1373 should apply without ceay for details of our 


Em em, - t 


n. DS Final Intensive Classes 


A commencing March 19th, 1973, and continuing for eight weeks. For students 
Sitting the November 1973 Final Part | or Part I| examinations, a further — : 
a series of Final Intensive Classes will be held from October 1st, 1973." : 


For full details please apply to the enrolment officer. 


H. F oulks Lynch & Co Ltd 


4 Chiswell Street, London ECTY. 4UR Telephone 01—606 0255 
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The recognized weekly journal 
for the accountancy profession throughout the world 
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POCKET OF 
DESK TOP 


CALCULATORS 


New Minutman 2 pocket or desk top 
calculator 


Makes adding, subtracting, 
multiplying and dividing easy 
and quick. Also chain and mixed 
calculations, constant multipli- 
cation and division. Simple, easy 
to use keyboard. 

Size: 14” x 3” x 6" 

Weight 12 oz. 


Price £55 





US 8 electronic desk top calculator 


Four function perform- 
ance. Floating or preset 
decimal position. Alge- 
braic logic with constant, 
buttoned up in a smart 
modern casing. 

Size: 2” x 64” x 9" 
Weight 3 Ib. 


Price £55 
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| ] To Unilang Recordings Ltd 
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We'll help you solve your problems fast. With 
one of these superb calculators. Choose the 
one to suit your needs. And pocket. Send the 
coupon today to Unilang Recordings, you 
won't be sorry ! 


M 16 Calculator 


The only machine available 
with double calculation 
capacity below £80. 
Featuring advanced LSI cir- 
cuitry and double action 
capacity. Floating or fixed 
decimal point, simplified 
memory calculation, easy to 
read zero suppress system. 
Also contains an automatic 
clearing system and credit 
balance system. 

Size: 21" x 53” « 8” 
Weight 2 Ib. 


Price £74 


US 14 Desk top calculator 


American made with a 
large capacity 14 digit 
readout and an auto- 
matic floating decimal 
point One automatic 
per cent key delivers 
per cent and net without 
re-entry. Raises numbers 
to a power or square in- 
stantly. The US14 offers 
automatic display blank- 
ing, zero suppression and 
constant multiplication 
and division. 


Size 3" x 72" x 113" 
Price £110 
(Dept A 38) | 


126 Putney Bridge Road, London SW15 2 BR 
Tel. 01—870 2207 
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London Looks Ahead 


LOCAL group of any organization which happens to 

be based in the same town as that which houses the 
national headquarters has certain advantages; at the same 
time, it faces unique problems, including those of organiza- 
tion and identity. To this general proposition, the London 
and District Society of Chartered Accountants is no 
exception. Secretaries of some provincial districts may 
envy the resources and potential of London, which has 
some 40 per cent of the Institute's total membership within 
its geographically small and homogeneous area. On the 
other hand, it should be remembered that, while ‘LDS’ 
(as it is generally known) traces its ancestry to the founda- 
tion of the London Institute of Accountants (a founder- 
society of the present English Institute) in 1870, it did not 
attain full separation and organizational autonomy from the 
Institute until 1947. 

Following the report of the Institute's working party on 
district society organization, London's own working party, 
which was set up last year under the chairmanship of Mr 
B. E. Basden, M.A., F.C.A., to examine the future of the 
Society; reported last week. This report itself runs to 53 
text pages with eight appendices, and is its own monument 
to the industry and application of Mr Basden and his 
colleagues. 

Apart from the possible establishment of the existing 
South Essex Branch as an independent society (approved 
in principle by the LDS Committee last December), no 
change in the present LDS boundaries is contemplated in 
the immediate future. The position of South Essex appears 
to some extent ambivalent; it is undoubtedly an active 
branch, with a potential membership exceeding that of 
several existing district societies and an organization which 
is a model of its kind. 

On the other hand, the Basden Report finds that a large 
proportion of Institute membership in South Essex is 
oriented towards Central London, and would rather 
participate in a strong central organization than function 
at the level of a smaller provincial society; thus it would 
prefer to see further economic development within the 
South Essexarea asa prerequisiteto full districtsociety status. 


Unless a more generous policy prevails at the centre, 
the London Society is facing a deficit of £27,000 over the 
next three years, even assuming surpluses of £31,000 from 
programme events in the same period. An Institute grant 
of £20,000 to London in 1975 — the present estimate — 
would be equivalent to {1:25 per capita, compared with 
an average £2:64 per capita to the provincial societies; it is 
hardly surprising that London's representatives should 
feel that they have a strong case for something a little 
better. 

Since January rst, the LDS has been responsible for the 
recruitment and placing of prospective articled clerks 
within the London area (The Accountant, October 12th, 
1972), which at present is a full-time commitment for a 
staff of four. With five universities inside the LDS area, 
and over 400 schools offering ‘A’ level courses, the Society's 
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recruitment sub-committee is carrying a very heavy work- 
load. Among the Basden recommendations at this point 
are the establishment of a separate training committee, 
with its own recruitment and education sub-committees ; 
close liaison between this training committee and the stu- 
dent body, CASSL; and, desirably, co-option of members 
of this training committee to serve on the corresponding 
committee of the Institute's Council, to ensure the fullest 
co-operation on matters of mutual interest. 

The present activities of the LDS are running at the 
maximum which can be covered by the present staff, and 
the report calls for a revised and enlarged staff structure, 
with ‘more formal’ salary progression and pension and 
other benefits (possibly linked to the Institute's own 
arrangements). ‘This enlarged staff would include the 
present Student Introduction Service, but would be 
relieved of the present duty of technical draftsmanship 
for the London regional technical advisory committee — 
which should be delegated, it is suggested, to one of that 
committee's own members. 

Changes are also proposed in the London committee 
structure, where the number of committee members 
drawn from each class of membership is at present strictly 
defined — to an extent which has made it difficult from time 





w^, ! 
ES 
E , - 
F 
eR. 
w 
3 
es 
3 
Boy 


Fe 


y 


TN 
md 


xs : T rs PRA 
Sara 


Pm 
1 


E 


er DN Oty 
TONS 


mus 
~ 


4 TE: 
20 N 


CYEUWER 
2t 


Conflicting Advice to 


A5 understanding of economics is hardly necessary to 
appreciate the dilemma which confronts the Chancellor 
and his advisers as they draft the Budget address for March 
6th. The current standstill and its extension to end-April 
may provide the breathing space for formulating new 
policies — or so it is hoped — but the Budget is concerned 
with more immediate problems such as the lack of invest- 
ment, inflation, and a deteriorating balance of payments. 

The Chancellor does not normally lack advice from out- 
side Whitehall at this time of the year and, last week, 
both the Confederation of British Industry and the Trades 
Union Congress put forward their interpretations of the 
economic scene. The CBI clearly regards inflation as the 
major problem, but recognizes the need to increase both 
production and employment. It also stresses that these 
objectives are unattainable without the consensus of both 
sides of industry. 

Starting with the assumption that the economy will grow 
during the next fiscal year by between 4 and s per cent, it 
estimates that the tax reliefs announced in last year's 
Budget would increase the Exchequer's borrowing require- 
ment — after adding in the increase in government ex- 
penditure — by £2,250 million. This sum would be reduced 
to a net £1,000 million by the increased revenue expected 
from a 4 per cent growth in g.n.p., as well as fiscal drag. 
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to time to fill a vacancy from the appropriate category. Of a 
proposed elected committee membership of 30, it is 
recommended that ‘at least’ ten should be members in 
practice, four employed in practice, and six not in either of 
these categories; ‘the balance of elected members may be in 
any category'. Without seeking to minimize the difficulty of 
attracting a sufficient choice of acceptable candidates, we 
have to observe that it has always been the first category — 
practising members — which has proved the easiest to fill. 
It would be unfortunate if the suggested ‘pool’ of ten un- 
allocated members were in the event to be all or mainly 
practitioners, as this could only aggravate a situation which 
has already become a source of anxiety — the virtual self- 
excommunication of the industrial member. 

Amendments to the LDS rules arising from these 
recommendations will be submitted, it is hoped, to the 
1973 annual meeting for ratification. We would urge all 
London members to study The Report of the Forward 
Planning Working Party (to give it its full title) with some- 
thing of the care which has gone into its preparation, to 
debate it constructively and to vote; as the report itself 
observes, ‘no Society, however praiseworthy its intentions, 
can fulfil its function without a large measure of partici- 
pation’. 


the Chancellor 


In the light of these estimates the CBI concludes that 
such changes and, in particular, the increase in government 
spending which effectively pre-empts any possibility of 
tax remission, will be ‘substantially reflationary’. Such 
conclusions, observes the CBI, ‘give grounds for caution’ 
in framing the Budget proposals, i.e., in making any 
further tax cuts. 

One need neither accept nor reject the CBI’s estimate 
of the Exchequer’s borrowing requirement to validate 
the foregoing assessment of the Budget prospect. Given 
the recent massive increase in consumer expenditure, the 
consequent deterioration in the balance of trade and, for 
good measure, the totally inadequate level of investment, 
there is ample reason for agreeing that any further stimulus 
to expansion (or should it be inflation?) is not necessary. 

The policy recommendations of the TUC clearly start 
from a rather different assumption. For that bedy, the 
major problem is unemployment and the lack of growth. 
On this basis it is hardly surprising that it should recom- - 
mend a relaxation of the limits on pay rises as set by the 
standstill; the injection of another £600 million into the 
economy to increase consumption; the reversal of the tax 
reductions announced last year relating to estate duty and 
higher income tax rates; the introduction of a wealth tax 
to yield about £300 million as well as the reduction of 
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the proposed rate of value added tax from ro to 74 per 
cent. 

The 'TUC also urges the Government to introduce 
subsidies on basic foodstuffs; it recognizes that this would 
be contrary to the common agricultural policy of the EEC 
but, it states, the policy should be re-negotiated! Without 
some measure of rationing it is difficult to believe that the 
cost of such food subsidies would be a mere {£200 million, 
quite apart from the fact that it is just about the most 
inefficient method of helping the lower income groups that 
can be imagined. 

The TUC recognizes that what the Government is 
doing is to create a permanent statutory system of wage 
control. This is a fair conclusion and it is, moreover, a 
long overdue measure to which the larger trade unions 
have greatly contributed by their past policies. The TUC 
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further advocates direct government intervention ‘in the 
pricing field, in indirect taxation, in industrial investment 
decisions’. Just what this may mean for policy is anyone’s 


guess, not least since the Government has for long been — 4 


doing just that in respect of the last two items. 

Similarly, the TUC reference to a ‘spectacular restora- 
tion of profit margins’ early in 1972 is an implicit recog- 
nition that for too long profit margins in British industry 
have been inadequate to generate an adequate level of 
investment, without which the prospects of a continuing 
5 per cent growth rate look remote. 

In all recent discussions between both sides of industry 


and the Government there has been an implicit assumption 


that all three parties had the same objectives. It is clearly 


time that this assumption was re-examined and future - 


policies shaped accordingly. 





Insider Dealing a Crime? 


ESPITE previous indications to 

the contrary (The Accountant, 
November 2nd and 23rd, 1972), a 
joint statement from the City Take- 
Over Panel and the Stock Exchange 
has declared support for criminal 
sanctions against insider dealing. A 
recommendation to this effect, with 
the encouragement of the Governor 
of the Bank of England, has been 
made to the Department of Trade 
and Industry in connection with the 
current review of possible amend- 
ments to company law; both the City 
Panel and the Stock Exchange, while 
not in any way abdicating their 
existing responsibilities in surveillance 
of the market, (consider that insider 
dealing is wholly reprehensible, and 
that the time has come when legisla- 
tive measures should be taken to stop 
it’. : 
The difficult problem of establishing 
whether insider dealing has, in fact, 
taken place has hitherto proved a 
stumbling-block to the exercise of the 
Panel’s own jurisdiction in the matter. 
To meet this difficulty, the statement 
proposes (i) that the existing power of 
the DTI to ascertain, in certain 
circumstances, the true ownership of 
nominee holdings should be extended 
to chief officers of police; (ii) that 
dealings by directors and officers in 
the shares of their companies should 
be subject to public registration within 
24 hours; and (iii) that the existing 


i 


: 


powers of the DTI to inquire into 
the affairs of companies should be 
applicable to potential witnesses who 
have hitherto refused to divulge in- 
formation. 

Enforcement, as in cases of other 
infringements of the criminal law, is 
envisaged as being in the hands of the 
police. The present system of inquiry 
by the DTI, it is stated, ‘involves a 
procedure which is almost inevitably 
slow ... after the completion of the 
inquiry, if a prima facie case appears 


to be disclosed, much and often the 


. . . MS 
whole of the matter is re-investigated 
by the police, whose function it is to — 


decide whether or not to prosecute’. 
The following draft definition, in- 

dicating ‘elements which ought to be 

covered in regard to legal sanctions’, 


has been furnished by the Panel and 


the Stock Exchange: 


'r (a) Any person described in sub- 
paragraph (b) below who: 
(i)is in possession of particular and 


confidential information about a _ 


public company (including infor- 
mation about a possible take-over 


bid for the shares of the company) 
which to his knowledge has not 


been made known to shareholders 





British Not Always Best! 


XAGGERATED claims of 

Britain's superiority to the rest of 
Europe in matters of accounting 
practice, it has been pointed out, are 
likely to do more harm than good. 
In a sharply-worded riposte to Sir 
Henry Benson's paper ‘Harmonization 
of Accountancy Practice', published in 
The Accountant for December 14th 
last, Mr A. F. Tempelaar, a Past- 
President of the Nederlands Instituut 
van Registeraccountants, writes, “An 
uncompromising attitude of trying to 
inflict one’s own view on the others 
must be avoided.’ 

Mr  Tempelaar, whose article 
appears on other pages of this issue, 
also disputes the claim that one of the 


primary aims of the UEC, of which 


he is currently acting President, is | 


the harmonization of 
practice. 
The UEC constitution, while facili- 


tating the exchange of members’ views 


accounting 


on all problems referable to their pro- — - 


fessional competence and encouraging 
a spirit of solidarity among the profes- 
sion in Europe, does not in fact in- 
clude harmonization of practice as a 


- specific objective. 


Though British accountants un- 
deniably occupy a strong international 
position, Mr Tempelaar finds several 
specific grounds on which any claim to 


exclusive leadership in Europe is 


likely to be disputed. 
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generally, by publication in the 
press or otherwise, and would if 
generally known be likely to have 
a substantial effect on the price at 
which the shares in that company 
are dealt in on any Stock Exchange, 
and 


(ii) in reliance on such information 
engages in any transaction (whether 
by way of purchase, sale or other- 
wise) privately or through any 
Stock Exchange in respect of or 
involving shares in such company 
with the intention of securing an 
advantage for himself or for any 
other person; or 


(iii) conveys such information to any 
other person with the intention 
that such person or any third 
party should enter into any such 
transaction as is mentioned in 
paragraph (ii) and that person or 
third party thereafter enters into 
such a transaction in reliance on 
such information ; 


shall be guilty of an offence 
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(b) The persons to whom this section 
applies are: 


(i) any person who at the time of the 
relevant transaction is, or at any 
time within the preceding 12 
months was, a director, officer 
(including auditor), or employee of 
the company concerned or of any 
other company which is an inter- 
connected body corporate with that 
company; 

(ii) any person (including any banker, 
solicitor, accountant or stock- 
broker) who has received in con- 
fidence any information on which 
he relies as aforesaid from any 
person who to his knowledge was 
at the time when such information 
was given a person falling within 
(1) above; 

(iii) any person who by dishonest means 
has obtained such information 
upon which he relies as aforesaid’. 


Penal sanctions, it is proposed, 
should include liability to account for 
any profit made on the offending 
transaction. 





More Budget Representations 


MONG recent representations to 

the Chancellor of the Exchequer 
on his forthcoming Budget are those 
of the Smaller Businesses Association 
and the Institute of Taxation. 

The SBA, while noticing that the 
proposed new structure of corporation 
tax will benefit public companies 
which have been accustomed to dis- 
tribute a substantial percentage of 
their profits, points out that private 
companies will suffer a substantial 
disincentive to further investment, as 
well as a reduction in funds available 
for such investment. This is seen as a 
potentially serious matter in terms of 
employment prospects, as smaller 
companies normally use a higher 
proportion of labour to capital. 

Capital gains tax in its present 
form is also damaging to investment 
by reason of (1) its propensity to tax 
‘gains’ which are not gains at all, but 
merely reflect the effects of inflation; 
and (ii) assessment of 'notional gains' 
on deemed disposals. The SBA calls 
for a 10 per cent reduction in capital 
gains tax liability for each year that 
the asset is held, and an end to the 
assessment of deemed disposals. 

Reduction of capital gains tax 


liability in proportion to the time 
that an asset has been held also 
features largely in the Institute of 
Taxation's submissions; this is des- 
cribed as ‘a surprising omission’ from 
the present law. Similar considera- 
tions apply also to estate duty. 

Form P11D comes in for renewed 
attack, this time on the dual front 
that (1) the threshold should be raised 
to a minimum of {£5,000 per annum, 
and (ii) that no assessment should be 
raised by the Revenue on a Form 
PiiD in advance of an attempt 
to agree the relevant items with the 
taxpayer. Too often, it is suggested, 
an employer's P11D figures are auto- 
matically included in the employee’s 
assessment without further ado. 

There is a plea for mitigation of the 
back duty procedure in cases in- 
volving the surviving spouse of a 
deceased taxpayer where the amount 
of tax at risk does not exceed £1,000; 
and a reminder, in the light of con- 
tinuing inflation, of the Royal Com- 
mission’s finding that ‘There should 
be no income tax levied upon any 
income which is insufficient to provide 
its owner with what he requires for 
subsistence.’ 


EE EET: 


a aar 8th, 1973 


Irish Institute's 
Examination Results 


HE overall pass rate in the winter 

1972 examinations of The In- 
stitute of Chartered Accountants in 
Ireland was 49 per cent, though with 
extremes of 37 and 71 per cent in 
Parts II and III respectively ; these two 
parts are at present affected by transi- 
tional arrangements. In all, 693 can- 
didates presented themselves, of whom 
339 were successful and 63 were 
referred in single papers. 

In the Part V (Final) examination, 
first place with the Harold F. Bell 
prize was taken by Mr B. Eldon 
Allison, of Cork, with Mr Dermot M. 
Mulvihill (Dublin) second and Mr 
T. R. Kennedy (Dublin) third. In 
Part IV, first place with the Ulster 
Society Diamond Jubilee Prize went 
to Miss Ann Ita O'Neill, also of 
Dublin, with Mr J. M. Millar (Belfast) 
second and Mr R. A. Brophy (Dublin) 
third. The Ulster Society Diamond 
Jubilee Prize in Part III was won by 
Mr James Hunt, of Belfast. 

The names of those candidates who 
passed in Parts III, IV and V appear 
elsewhere in this issue. 


Municipal Treasurers’ 
Examinations 


F 1,304 candidates who presented 

themselves for the November 
1972 examinations of The Institute of 
Municipal Treasurers and Account- 
ants, only 512 (39 per cent) were 
successful. This percentage reflects 
a relatively high failure rate in the 
Intermediate examination on this oc- 
casion, where only 204 out of 548 
entrants (37 per cent) passed; the 
pass rates in Part 1 and Part 2 of the 
Final were 40 and 42 per cent res- 
pectively. 

Prizes for 1972 have been awarded 
on the combined results of the May 
and November Final examinations. 
The Arthur Collins Memorial Gold 
Medal goes to Mr Brian Smith, of 
Derbyshire County Treasurer’s De- 
partment, who passed Part 2 of the 
Final in May and Part 1 on an earlier 
occasion. Other honours and awards 
were given as follows: 

Second place, with the H. R. Ralph 

Prize: Mr B. J. Preedy, Merton 


(November). 
Third place, with the John Elliot 
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Bradford (May). 


Hurnphreys, Kensington & Chelsea 
ovember), ` 
lace; with the Allison. Did 
Pd : Mr David Prince, Berne 
(No ee 


_ The for the highest ds of 
| candidat from the hospital service 
has. been. awarded to Mr D. M. 


—. (Dindee) ^ 


Brownridge, of the NW. "Metropolitan ; 


Regional Hospital Board. A summary 
of the November results, with the 
names 0 
Parts 1 and 2 of the Final examination, 
. will be fc und on other pages ont this 





. Student Society Funds 
|^ ERINGCIPALS are 
/ under| 
| sent form of articles, for payment of 


responsible, 


their articled clerks’ subscriptions to: 


the appropriate students’ society. With 
' a view to monitoring moré effectively 
the .expenditure of the Chartered 


Accountant Students’ Society of Lon- ` 


don (which has accumulated a sub- 
stantial deficit in recent years) the 
Basden Report on the future develop- 
e London and District 





Society" o 


. for approv: of changes i in the rate of 
CASSL sübscriptions from the In- 


‘stitute to LDS. ‘Some of the difficulties - 
, the report suggests, . 
‘might have been avoided had the * 


of recent y 


suggested "un of apoE uy been 
in force’. 

Speaking dt last week's launching af 
the Basden: |Report — featured in a 


leading article in this issue - Mr ` 
Stanley Middleton, F.C.A., a member 


of the Council of the. Institute, called 
for a carefi 
subscribed i: 

he national student: body, ACASS, 


which was financed by levies from 
individual students’ societies, had 
manifested a tendency to develop. i in 
‘the direction! of union. organization — 


a trend not 
interests of. 
the professio 
old-fashione 


ither the Institute or 
He confessed to an 


orjal. Prize: Mr Mr Phil Robis- om s. Occupational - 


place, ‘with the G. A. Johnston -Pension Scheme: : 


Prize: Mr A C, 


‘all candidates successful in 


the English Institute's pre- 


ecessarily in the best 


regard for the: principle 
_of master and servant, which in his: 


“ACCOUNTANT 


pension scheme open to:,all. CBI 
members are likely: ‘to -prove of pat- 


‘ticular interest to small companies. ' 


When the Social Security Bill now - 


. before Parliament ‘comes . into. force 


Chartered Accountants ` ` 
favours the! ‘transfer of responsibility 


control over funds. 
| this way by principals. . 


' invited-guests was held at the Tel Aviv Hilton. Hotel. Mr Nelson was invited to address the `- 
. company arid in the course of his remarks he referred to the close ties which had existed for . 


. view. had served the profession well:: 


D many years. 


in April 1975, all employers will have - 


to choose whether to - cover’ their 
employees under occupational schemes ` 
or to make use’ of the fall-back State 


reserve scheme. ; 


` The. advantage of an PET 
scheme i is that it can be tailored to meet 


‘the needs of an. individual , company; 


and the CBI bélieves that: it is in the 
interest, of all members and their 
employees to operate süch schemes. 
As à service to its members and those 
of associated. trade. associations and : 
employer organizations, the CBI: has 
decided to‘launch a.scheme which will: 
provide the smallér employer with the 
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‘cluded, and: akete a - level... "d 
" benefits above the minimum should be 


| ARRANGEMENTS. to ui T iim applied. The framework of the $cheme - 


has -been decided, but final details: 
cannot be settled until. the Bill has. 
become law. x 


Rate Levies i in 1 973-74. 


[lS CAL authorities now preparing ~ 
their budgets for the forthcoming 
year are faced with several formidable 


problems. Although a substantial rise `` 


in rates in-April 1973 will be regarded `- 
both by government and by many 
sections of the public as directly 


contrary to the need to keep prices . 
stable to overcome high inflation, The 


Institute of Municipal Treasurers and . 
"Accountants point out that present 
expenditure trends ‘dre running at a 
level substantially higher than in early 
1972 when the current rate was levied. 

Statistics recently released by. the . 
IMTA suggest that domestic. rate 


opportunity, regardless of. how. few poundages of 11 out of 73 authorities 
employees are involved, to offer to his are likely: to increase by^ up, to 5 
employees: terms - comparable with per cent; 16 by from 6 to-15 per cent; 


those which can be obtained by larger 
firms. 2 

Firms pud es in "this: volun- 
tary scheme will be free..to decide 
which. ‘groups of- —Ó shal be. 


rd 





and ro by more than 15 per cent. 
~Reductions in the. range of x to 10" 
per cent are looked for by 25 authori- 
‘ties, and between II and 25. per 
cent ye SIX. 


I x 


The President of The ‘Association: of Certified Accountants, Mr mee W. Nelson, F, C. C.Á., 
| ET.LI., second from left, attended the recent annual meeting in Tel Aviv’of the Institute. of- 


Certified’ Public Accountants in Israel. He is pictured with Mr. Morris Kanne, C.P.A., the outgoing 
President, /eft, Mr Meir Shamgar, Attorney General of the State of Israel; and Mr Fred S. Somekh, 


`. Chairman of the Overseas Relations Committee of the Israeli Institute. 


. Prior to.the annual meeting, a reception and. luncheon for.members of the Institute ndo 


some 40 years between.the two bodies, and expressed the es that this happy relationship 
_ might be even poser in: mo future. - ‘ ; 
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.in England 


Scottish Educational 
Proposals Endorsed 
EMBERS: of The Institute of 


Chartered Accountants of Scot- 
land have recorded their 'overwhelm- | 


ing support for the Council's 


. proposals to require an approved 
university degree or HND' as the 


minimum qualification for all future 
CA students after March 31st (The 
Accountant, January 18th). Voting on 
the proposals was 3,228 (gr per cent) 
in favour and 331 (9 per cent) against. 

Welcoming his members' accept- 


ACCOUNTANT: 


ance of the new rules — which have 


now.to go before the Privy Council 
for approval — the Scottish President, 


Mr A. I. Mackenzie, B.A., C.A., said 


last week: ‘We are greatly encouraged 
by the support which the Council's 
proposals have received. We shall now 
do everything in our power to see that 
the Scottish Institute continues to 
produce as newly-qualified CAs, men 
and women who have a proper edu- 
cational balance between academic 
theory and the practical background 


which the profession needs to main- 


tain’. 


Employee Share Schemes 


MPLOYEE share schemes, it 

might be thought, are likely to 
have few takers for some years yet, 
after the Rolls-Royce experience. The 
benefits commonly claimed for such 
schemes are, of course, that they 
provide employees with an incentive 
to remain in the company’s employ- 
ment and to work for its enhanced 


profitability, and that better industrial 


relations can be achieved by giving em- 
ployees something of an ‘owner’s eye’. 

Among bodies invited by the In- 
land Revenue to submit views on 
employee share schemes’. was The 
Institute of Chartered Accountants 
and Wales, which 
appointed a working party to consider 


_ the matter. The report of the working . 


party was published last week, and 


makes at the outset the primary 
point that concessionary legislation to . 
. favour such schemes, 


if it 1s intro- 
duced, must be such as ‘to encourage 


' share ownership on the widest scale’. 


Otherwise, employees of, non-cor- 
porate bodies in particular will suffer 


. an unacceptable degree -of discrimi- 


nation. 

The working party's proposals en- 
visage such schemes as being based, 
preferably, on quoted securities, in- 
cluding unit trusts (to avoid problems 
of valuation, transferability, and the 
close company rules) and financed by 
contributions from the employee, the 


. . employer, or a combination of both. 


Schemes, it is suggested, should be 


subject to Revenue approval as in the 
incentive ` 


case of executive share 


schemes in order that employer and 


employee contributions should be 


tax-free and allowable against income. 
Conditions for Revenue approval 
should ideally be broadly based. 

As a fundamental condition for 
approval, the Institute representatives 
have suggested a minimum contri- 
bution period of five years (or prior 
termination by reason of death, dis- 
ability, redundancy or injury). Where 
this is observed, contributions should 
be allowable deductions against the 
participants’ (or employers’) income, 
and shares should be ‘regarded for 
capital gains tax purposes, as having 


been acquired at a cost equal to the. 


total contributions paid. Disposal of 
shares outside the five-year period 
would be dealt with solely on a 
capital gains tax basis, though it is 
recognized that, in the case of an 
employee leaving the employer's ser- 
vice (other than as provided above) 
within the five years, any tax advantage 
obtained would have to be reversed. 

As a further recommendation, the 
report suggests that *No taxable bene- 
fit would arise from an interest rate 
on any loans where that rate is less 
than a reasonable commercial rate.' 
'This would require améndment of the 
present section 286 (loans to partici- 
pators) of the Taxes Act 1970. It is 
further argued that. any employee 
scheme complying with the Institute’s 
proposed conditions of approval should 
be exempt from the provisions of 
section 79 of the Finance Act 1972 
relating to incentive schemes. 
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VAT to Cost Charities 
£1 Million 


Tus undertaking given. bs the 
Chancellor of the Exchequer, to 
the effect that he would be prepared 
to consider relief for any charity that 
could demonstrate that the various 
tax changes in the Finance Bill 1972 
would bring serious disadvantages, 
has been taken up by Messrs Binder 
Hamlyn & Co on behalf of the National 
Council of Social Service. A survey 
of 52 charities, ranging from, large 
national charities to local ventures, 
undertaken by the accountants shows 
that they are facing a prospective 
additional liability of the order of £1 
million as a result of the replacement 
of purchase tax and SET by' value | 
added tax. 

Non-deductible VAT on such run- 
ning expenses as repairs to premises, 
telephone, stationery, furniture, pro- 
fessional services, special equipment 
for use by the disabled and medical 
research equipment is estimated at 
£650,000, or approximately three and 
a half times the benefit of removing 
purchase tax and SET. An additional 
[212,000 VAT will have to.be either 
absorbed by the charities or added on 
to their non-profit charges for over- 
night board and lodging for the home- 
less, provision of,meals and accom- 
modation for the poor and disabled, 
student hostels, and hire of apparatus 


to the blind. VAT liabilities will also 


be incurred to the tune of £240,000 
on fund-raising activities and £88, 000 
on membership subscriptions. | 

Announcing these figures, the 
National Council of Social Service 
argues that charities other. than com- 
mercial fund-raising activities should 
be likened to welfare and other non- 
business activities of public authorities 
rather than to the business of ordinary 
traders; VAT, it Says, 'js a tax on 
business. activities’. l 


'Positive' Ethics in USA 


EMBERS of the American. In- 

stitute of Certified Public Ac- . 
countants, in a recent postal ballot, 
have overwhelmingly endorsed the 
demand for a ‘positive’ code of pro- 
fessional ethics. The present code, 
which has subsisted for half a century, 
had been attacked as ‘deficient as a 
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- piece ‘of literature “and consisting E 


entirely} Of ‘thou.shalt nots’. - - 
Commenting upon, the result -of 
the. ballot, © the AICPA Exécutive 


Vice-President, Mr Wallace E. Olson, 
had | 


said thdt the previous code, 
contained 'gaps and ambiguities'. Over 
the past; 5o years, the scope of ac- 
counting practice had broadenéd, and 


. public éxpectations of people in posi- 


tions of trust had risen. The new 
code, which will be generally effective 


from UR Ist, is significantly more 


LI 
r 
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r, 


including independence in appearance 


as. well as in. fact; professional ob- 


jectivity; and. the ‘confidential: nature 

of client information. ` > 
Auditing and accounting standards 

promulgated by. the AICPA or with 


its approval are ‘formally incorporated. 


in the new code, so that their non- 


observance may ‘become ground. for . 
disciplinary action. Departure from. 


such pronouncements, Mr Olson con- 


‘firmed recently, would be permitted 


exacting hen the aie in. several areas, 
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aleis their application would ‘result 
in a misleading report’, but in such: 


. cases full disclosure must be made of 


the reasons. 


MMC une 


HE present archaic structure of the 
Pawnbrokers' Acts and the Money- EE 
lenders’ Acts is to be ‘swept away’, 
possibly within the lifetime-of the ` 
present Government. Addressing . 
members of the Finance Houses 
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THIS EE MY LIFE 
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JE wds wet behind the ears.at that Se prom re- 


mini iced complacently, but he'd learned a thing or two” 
er all, a raw naval man fresh from North Sea ` 
pátrol knew more about torpedoes than.shop stewards.. 

Still, he; didn't mind i he might | have overplayed T | ; 
. intoned: ‘Judge not’. The union man asked for a recess. 


ourselves, he hasn't learned all that much even 


since. 







been a bearded ‘Number One’ of considerable 


sitting beside him at the meeting, with files sf 
'éfore us. Opposite us the union delegate, long- 


figures b 


winded but shrewd, opened the game with a string of | 
moralistic but irrelevant platitudes about the inequity of 


capitalist pomps and works. Four of our salaried staff sat 


self-consciously around him, faces expressionless but eyes | 


flickering nervously. They didn't cut in; their function 
was to réserve comment until the adjournment. Those 
‘were thel simple days. . 


Prinny positively oozed charm as he edd cordially 


He wanted all cards face up on the table, he explained. 
Away with this dashed undignified haggling like greedy 


` increase 
"bankrupt the company; where would the staff be then? 


old ind 
P Ou cha 


No, his objective was a new.deal to revolutionize the jolly p 
ial shambles by ii a headline. to PEDE p 


t the land. 






resultant bulltence were ready to bite on the hand that 


by ‘An Industrious Accountant ` 


ce then; now he’s gained in waistline the anche 


hucksters|at a fair. The union had demanded a thirty bob ` 
-round but that was just ridiculous; it could : 


ed a biggish pools win last;week and in their 
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But ee didn’t TUN His was a dual offer, lie said; 


| ANE Mes . i one portion was a cost-of-living increase available to - 
. . better.than the old set maxima/minima with fixed annual 
increases.  . 


everybody on a percentage basis; the other was an ex gratia 
bonus for exceptional service. This would be restricted to 
the élite féw who had performed specially meritoriously.. 
Here. was justice hand in hand with generosity! Much 


The faces ranged opposite were rele The union : 


| “man. inclined his ear ponderously to whispers from Dave 
„and Albert in turn. Warily, they asked questions. 'How- 


much, what limits, who would assess the amounts? Why 
couldn't everybody get 1t, seeing that everybody had' done 
his best?, Dave objected aggressively. that nobody was 
entitled to denigrate an honest worker’s efforts. Albert . 


The grudging, suspicious swabs, Prinny. grumbled, 
subsequently becoming infuriated by the next inquisition. : 
Dave. gave him some doctrinaire philosophy. from the 


- Rights of Man, Albert demanded a staff representative 


should sit in- on all appraisals of merit, the union man `. 
suggested that if the company was all that flush with profits 


he'd settle for £2 a week and go easy on the backdating. 


The third representative, a perky young idiot, presse fo — 

two half-days a week. `, E 
Clearly those special bonuses were suspected of being 

rewards for directors' unworthy favourites, but Prinny 


. was too obtuse to get the message. He pressed on till the 


ipe. broke up in disorder, and we had friction from 
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Aoo in London 9 Mr 
- Petér Walker, Secretary of State for 


_ Trade and Industry, announced that | 


officials of his department were cur- 


5 rently working on a Bill to introduce 
; a licensing system for all grantors of 


consumer credit. 
The Government has already de- 


an 2 da E 


ACCOUNTANT: EN 


- 


cared. its intention of Senia the . 
consumer protection provisions of | 


the present Hire Purchase- Acts to all 
forms of consumer credit, and to 
require disclosure of the actual cost of 
credit in a wide variety of transactions, 
including personal loans, second mort- 
gages and credit cards. Tt is not, 


| February 8th, 1973 


however, convinced of the need for - 
the major 'Lending and Security 


Act’ envisaged by the Crowther Com- 


mittee, and has no present intention 
to disturb existing methods of taking 
security in the consumer field by way: 
of hire-purchase, -bill of sale or 


pledge. 


4 
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Harmonization Directives 
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by P. n FREEMAN 


Dee has been a good deal of blood-chilling talk ere ' 


about the threat posed by the Common Market drafts on 
company law to Britain’s corporate reporting and, indeed, to 
.much else besides. The underlying fear, that something precious 


' may be allowed to go by default, is not pure fancy. 


. Many know that Britain's way of improving company law — 
through the accountants, the. Stock Exchange, the financial 
. analysts and journalists, the Takeover Code and so on, with the 


government very much bringing up the rear — has turned out to- 


be rather effective, But its deeper role in our progress is far less 


widely understood. In fact it really is one of those useful 


inventions, like parliamentary democracy or the City, which 


- may or may,not be exportable but which it would be a shame 
. just to barter away in the corridors of the Common Market. 


. Nevertheless; where so many tend to be of one voice, there is 
' often room for a devil’s advocate. In the first part of this talk, 
therefore, I propose to offer a measure of dissent from what we 


-may call:for simplicity ‘the accountants’ view’. There are 


limits to how far one can rationally differ from Mr Grenside 


^ [The Accountant, January 4th] and his colleagues, but it may be . 


useful to let such light.as I have into what has become a real 
thicket of anxieties and objections — if only to highlight two 
principal ‘perils that must, somehow, be avoided, and not by 
any means for Britain's sake alone. —— 


British influence 


I speak as a user of company reports — not an accountant, not 
a lawyer; just one of those many movers of capital in whose aid 


these harmonizing directives — and also the opposition to them —. 


are largely meant to be. No one's interest in these matters, if 
I may say so, is more legitimate than ours. | 
; Our first fear is, perhaps, that the main directives have had so 


“much effort invested in them that it will be virtually impossible 


to effect basic changes. Supposing, even, that our Government 


felt like vetoing the most damaging clauses, this is not a field in. 


. which the right of veto in fact exists. . 
The Commission’s answer is that no draft directive wil now 


^ get through its remaining stages before the new Commissioners 


' The substance of a paper presented to last December's conference 


. on "The British Company in Europe’. The author is a partner in the 


stock exchange firm of J. M. Finn & Co, and a founder and first vice- 
president of the European Federation of Financial Analysts. 
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take over next month.. Naturally, E vill then depend 
upon the instructions: given to Britain’s representatives; but 
providing they press vigorously, there seems no doubt that the 
contested drafts will be sent back for a re-examination in which 
British experts can play their full part. 

The next worry concerns the secorid directive, with its 
minimum capital of some £10,000 for any company. Will our 
private. companies — including the really tiny ones — also.come 
under its sway? This risk certainly exists. However, since we 
cannot hope to have everything our way, it could make sense 


to concede this point rather than others; it is open to Britain - 


to enact an effective distinction between small campanes and 
the rest — as the Dutch have already done. . 
What about the third directive, the one which ples a strait- 


. jacket on company mergers? Is the British takeover bid in its 


grasp? Ánswer: it is not intended to be, but the Commission 
does not deny that one day it will be covered. The risk is there- ` 
fore real, though tithe should permit a British attitude-on take- 
over control to emerge naturally from the. debate upon which, 
as you know, our country is now embarked. | 
This. brings us to the fourth directive, where most, of the 
misery is supposed to lie — and-does in fact lie. Take the 
accountants’ fear that Britain will lose company accounts which 
are ‘true and fair’ in favour of those which, to quote the English 
version of the fourth directive, 'reflect as accurately as possible'; 
I am told that in the original German of the fourth directive, the 
phrase used in the vital second article means ‘the most reliable 
possible insight", so that something quite-as exacting, and helpful 
to investors, as ‘true and fair’ is what the original drafters 
themselves mean to require. If so, the British-members of the 
committee charged with ensuring equivalence between official 
language vérsions of of a directive should have an easy task. 
That is not to give the Commission a clean bill. They have 
indeed erred in article 2 in limiting the ‘reliable insight’ re- ` 
quirement to the context of the fourth. directive ip poon 
whereas naturally it must override them.- 


- 


Inflation accounting 


It is said that the fourth directive permits inflation accounting 


by the Dutch but not by the proposed British method. It may 


be so; but I must report that my brief explanation of the basis 


for the oe choice met an immediate response in a Brussels, 
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i | 1 * Not arrogance.” 


The. operative word’ is ‘tell’. 


- A. Centrum voice - projection ` 


| 


‘unit ‘on your desk could tell" 


| you ' 'a lot. Who's doing what 


.. and where. Centrum could tell 


you i a flash all you need 





to know: about your organi- s 


sation. Keeps you in. touch... 
. Yes, really | in touch: Your own: 
voice aba attention a asit. 





"s 


iS projected hoi fe Centrum 
unit. Right across a.room; And. 
work needn't. stop to give 
-yog the answer, a filing clerk 


up a. ladder, a.draughtsman in 
full draught, a busy loading, bay. 
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any organisation . from’. neat 


Here's telecommunications: at - 


‘its efficient best. Centrum, per- 
fected by the vast worldwide. 
. Ericsson group, 


comes 


dozens ZA variations to .Suit 
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More Information ? 
- Shoot back the coupon. . | 


in. 
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-little ."T' . series- for 2 .to 8> ~ 


extensions up to the fantastic 


AKD: 461 "that can have as 
many as 450 stations. Every 


Centrum system is planned by . 
our experts’ to; meet specific - 


needs, 
through the Centrum Training 


T-----24 


Tell me quick A 


about Centrum systems :: 
for about... ish extensions. 


instrüction is available: 


- x ‘ T 
iame - 4 i 
er Tire etree RR UHR RA A aa tier EU 4 m B d e A DA p 
, 
t we TO a D 
] 
1 


‘Division. Next move ? Speak to i 
Centrum. (Tel: Horsham d 66) "T 


M ` E” 

l "P Centrum Division Swedish ‘Erlesson, l 

l : ^ A 'Telecommunications Ltd., EON 
' . - ^ Viking. House, Foundry Lane, ime i Ü 

Horsham, Sussex. Tel. 0403 64166 ore Loca. tota. d " t 

Member of the world- wide Ericsson ere a l - i 
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BY GIVING TO. CHARITY. THROUGH : 
TA DISCRETIONARY COVENANT. WITH 
“THE CHARITIES AID FUND, | 
. yóur olient enjoys the d 
privilege of oper&ting his“ 
own Charitable Trust. Both , 
the beneficiaries and the.. 
donation amounts can be: iT 
varied at. will. The 7-year. © 
. minimum need not apply if a 
 91ause is inserted RT 
conditional upon. personal . 
- circumstance. The CHARITIES 
AID FUND prepares: the deed; 
does all paper work; olaims 
tax refund. The. Service is 
FREE when .the -National P 
Council of. Social Service. is 
included among the vA ras 


s 


"beneficiaries. 6 © TI 


CHARITIES AID FUND 
TONBRIDGE, KENT 


Telephone: Tonbridge’ 62323 «London, Office: Ol- I 36 4066 . 








LAW STATIONERS _ 
COMPANY PRINTERS . 
COMPANY AGENTS . ` 


.' Draft Memorandum and Articles «© " ^| | 
` supplied by return of post’ 
.. Company Seals and. Books | 
Notepaper, Bills, etc., printed 
-Rubber Stamps 
All ‘office requisites 


READY: MADE COMPANIES., 















^. y|. 38/40 FEATHERSTÓNE STREET 
"o |' LONDON ECI: . ( 
*| ..01-253 2977/8/9 and Telex 262687 
01-251 0344 4G. lines) . 


€: d M (10 






4l THE BRITISH ASSOCIATION: OF ACCOUNTANTS 
| | ae are i. AND AUDITORS: LIMITED - um ie 
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; JRasoclateship membership is open to ios who have boa successful i in passing the prescribed examinatións f 
: and who have i in addition not less than five vente. approved accountancy experience. . 


| Licentiate membership .j is available to persons not. less than 25 years of. age who He had. a minimum, of : 
EE | ‘seven years approved accountancy experience: Graduation to Associateship: is by examination. 


-. i t 


Student membership i is open to those who can furnish the Council with evidence of a T general education, 
A Syllabus containing the Objects and Qualifi cations for Membership and particulars regarding the exami- 
neuer can ‘be obtained: from the melee et 
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- become less informative; there is: doubt whether local law will 
. be allowed to go beyond the terms of the directive.. An asso: 
: ciated ‘worry is-that even if governments may, companies : 


. throughout the Community, accountancy principles have been - 


' harmoni 


. which sé sadly and unnecessarily low. 
Rigidity, for example, is not inevitable, however: hard. to C 
: dissocia from a ‘prescriptive approach. One just senses. little 
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and. left me in little- doubt’ that. it. should get i its placé ir in. m 
redrafted directive, |j noct 
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are three. really basic criticisms: - 


(i) tha no clear responsibility for the accounts is placed on. 
“the irectors; it 
(ii) nor maximum ‘delays ‘fixed, for publications and a GS 


(iii) that in any case the. whole thing is pointless since "auditing ` 
; requirements have not been specified. a 


‘To which the Commission replies: ^ 7 0 O9 
à) that articles 14—20 of the fifth directive fix clear i a 
bil on the directors; 
(ii) that the'six months limit for holding an AGM in'article 84 ' 
e of, the European Company statute is likely to be applied 
generally; and, finally i 
(iii) that article 59 of the fifth ditsctive empowers auditors to. 
pen any question, see any document and verify any point, . 
e article 62 di dae them to parag in, case > of negli- 
gehke. 
Unfounded fears : 


People, aré worried that, in the.areas whére: ‘the foun directive 
stops short of UK disclosure rules, our company accounts must: 


themselves will have no freedom beyond.these Community rüles 
— a sad thing if true, when so many Gi meng nave sprung 
from one firm’s good example. ' 

I have been assured that neither fear is. founded; that it will 
always be|possible for governments and companies, of their own - 
volition,!to go further than the directive. So once again, if the * 
language is unclear, no difficulty should be met in redrafting it. 

A serious argument against the fourth. directive is that until, 


harmonized it is a delusion to think that one can harmonize 


‘accounts! | Furthermore, that' until effective auditing exists, 
tion is not only unreal but could be a positive danger; 





for capital movement depends upon confidence, and the burning © 


years. 4 


‘of some ee fingers could. easily put the process. back. ten 


promises /a 


. The Common Market does not and cannot:have a amaie. 
answer to'all this. To harmonize accounting principles and build 


‘a disciplined and powerful aüditing profession are, without 


doubt, very slow tasks; and while article 52 of the fifth directive 
a directive on the auditing profession, the. practical. 
effects must be years away. 


No oné doubts that better and more comparable company 


. information is urgently needed and the Commission cannot wait- 


~ 


. to chan 


-othe 


until conditions are ideal. It cari hope to start in such a way that 


just drag along. 
So much for what it seems right to say in defence of the Com- 
mon Market authorities. There remain, to my mind, the two most - 


other Ju ‘associated changes are stimulated which | might. : 


serious weaknesses of all: first, their rigid approach to harmoni- ~» 


zation; second, the level of interfirm comparability . attained,. 


readiness to build the right kind of flexibility into the fourth 
directive. To the Commission, such flexibility must’ seem: 
impracticable — almost.a nonsense. 

As for jinter-firm comparison, it is technically: duit possible" 
some.of the prescriptions so that comparability would 
be.greatly enhanced. Unfortunately ‘the changes would: be 
foreign to the accounting systéms of most members of the EEC, ' 
so that great resistance must be ‘foreseen. ' : 

My plea is this: because ee two problems, are rē; while: 


4 


“eo T 


Pal 4 


a «^, Vselect our targets. 


E 173: 


sóme others look like papér. TM becatise they re to prove 
- avoidable, albeit with difficulty; because, above all, they. are: - 
fundamental. for us and. for Europe, to resolve them should be 
Britain's prime objective i in the-situation I envisage; where. real 
negotiation will bé open tous but where it will be as well. to 
How réal is the charge of Heide), Low «orant is it and ho. 
-could it be avoided? Despite some flexibility (mainly ,in: the. 
background notes, which: presumably will have, no, force ‘in. 
law) the fourth directive i is generally as rigid as can: bé... rod 
It may not be tlie end of the world if the Commission. specifies. - 
accounts in detail, however much companies might prefer a. 
. different approach. ‘Nor are we yet concerned with whether the - 
job has been well done: The vital point surely is that no system 


. of disclosure set up now is likely to be wholly. valid in even a’ 


few yeárs'-time, so that any. new code-must cater for its own." 
"amendment. Consider the pace of advance in this field in Britain, 
, with six important exposure drafts from the Institute in only ` 


. two and a half- years; or in America — or indeed in. France: 


. Consider, again, not only this refinement of accounting methods 
— but the probable multiplication in all countries of professionals 
‘to apply and to audit the. result, and their refinement, as-other 
. Community edicts begin to bite, Consider, finally, the tempo in 
Britain at the sharp end of this evolutionary process — I mean the 
take-over bids, which nothing can match for revealing. blind 
; Spots in. published information. What a fruitful dialectic is that : 
between the bidders on the one hand and the SEC, the Take-over 
- Panel, the/Commission des Opératiofis de Bourse on the other! 
The. benefits will be felt by every shareholder — rather as racing 
‘car development i improves the family saloon. 

Thé trouble is that most of this recent learning has yet to be 
 widely.understood even within its native ‘parish, let alone. 


. abroad; so could any time be worse for fixing disclosure obliga- 


tions for years ‘ahead? Yet the Commission's approach will have 

| precisely this effect. That team which, since 1960, has been: 

oe to bring six countries together — who can doubt its relief 
in turning to another hérculean task, just as soon as these ^ 

directives have been: confirmed? If Britain took 20 years from the 


1948 “Companies Act to that of 1967, how long before the.Com- . 


mission summons time and courage to embark on its second `, 


. marathon, involving next time nine disparate countries? And 
. and enacted 2" 


" how long ‘after that before a new text is agreed . . 
. and reflected i company accounts? , 
"This being so, a mechanism for’ organic improventierit ab- 
solutely must be built into the present directive. How? Perhaps 
y commissioning from an appropriate body a series of European , - 


exposure drafts’. Perhaps — and this, after all, is how -the 


European prospectus .will. be promulgated — by allowing each 
‚country to ensure the-minimum standards or better in its own. 
way — wholly by law, let us say, in Pe partly on do-it-. 
me lines in Britain. . "E i l 


“Too little comparability . 


The rigid alternative would be a pity at ihis time of of rapid change, 

' even if the directives embodied the best current ideas. How much 
"more so when in Papon respects i do not, as I shall try” . 
now to show. 


. What 'the- fourth directive does to improve comiparability e 
betwen firms is the main test by which analysts and fund `,- 


-managers' are bound to judge it: For capital moves on, compará- 
‘tive data and after protection from fraud no other aspect is 
“remotely as important. Many investment decisions today can 
be right only. by accident — an intolerable.state of affairs. 
With unified disclosure obligations in sight, comparability 
is what we now have a chance of gaining for the first time in 


-Europe + or of losing, perhaps for. a generation. The Commission E 


.must want its- fourth directive to last. It means it to apply within `. 
Great Britain as well as on the Continent. Has it mM at PNE 
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RU written the ést practice init” ‘it~ érican and British as we as; "Finally 1 come to two omissions: of wide eae The 
` 


pee Continental? Has_itipaid real‘attention to recent developments? 


fourth directive does not require. a financing table. In: sharp". 


ess ££ Some. undoubted: gains- there are. Indeed, large. gains (ffom*. contrast, the Européan, Method! gives pride of Place to, a | pene- - 
2m che present very low levels) when. comparing | Continental. com" trating’ analysia of ‘sources.and uses of. funds. Its. experienced; 


re "panies" with jours: or with each other -,üssuüming, of course, à 
d E E Bood directive-on. consolidated. accounts and effective audit. . 
us “Despite t these improvements, the balance-of gain and loss in m 
ee ‘y fourth -directiye as it stands. is ‘strongly negative for Britain‘ — 
e " ; which’ must meaty soon for -Eürope also. 
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A -Cómpany. P is illustrated. an- article wach. ow 


E “could vary by up-to 50.per cent.purely as between LIFO and FIFO; 
". Even if, following pressure from Britain, 'national oo 
z "were allowed to limit this-choice, ‘comparability wi 
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j'any method that satisfies the requirements 0 


s pos 
utt 


D ra 
L 


: and is thus, in practice; highly permissive ~article 41 requires. 
3 es : "infohination on. the methods employed to; bé given in the notes: 


a * 


Te o 
t 
- 


guardian - ‘angel’ himself writes. those. notes, the bridge d. 


E s "from their: dossiers an example concerning two oil companies. | 


. At the end. of-the: period, a- much smaller part of.its younger ; 

US “V assets should therefore have been written off, but in fact it had .. 
: written off 49 per cent of those assets compared. with 36` per cent 

= effect on published’ earnings >~ l 

E a if ‘éometimes overdoes it. For: éxample; article 12-3(a) rightly’ ; 


annual -changes,. ‘with, accumulated depréciation separately. ` 
| "E, to'enter the brave new world'of the fourth directive showing only . 


fos -"written-down asset figures, whenever, the gross figures cannot be ' 
determined without untoward expense or delay. Now, who i is'to 


"m 


„Antist company: will not seek to exploit such à loophole? 





J^ 5, Moreover, the: directive does make ‘clear that‘ this: concession 


DX inefficiency., ‘or worse. to hide. ee 
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“Omissions ae i "IM. RE ET 
"It remains to note some of the. gaps i in the fourth. directive; First 
3 few details .— each of which has, all the same, been: the'ke 
“to. true insight into many companies. For. example: d : 
; freehold land. need not be distinguished from: short leaseholds; 
GU E : "Overseas tax and DTR are not specified; ox no 

“ts nor is bank interest, or. royálties; "^ .,- i 
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| : . source: of hidden 7 reserves, ‘especially i in Germany; | CE 
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In the ps of stock valuation, article 34 ob seein 


2 ."on^the accounts: The trouble is that. unless the analyst’s. 

MY are supposed to provide: between firms.i is rarely complete. 
- -I do not'need to tell you that:depreciation is a notorious source. 
ahr pk sof profit distortion. ‘Eurofinance, the French bureau, has given 


» Ovér ten years; one had a 20 percent average annual growth of ` 
fixed. assets, compared with ónly.x28 per cent for its competitor.. 


nU ue ‘for -its. competitor. Sich differences naturally have a’ radical; 


e AV Like stern ‘patent, when the: Commission tries to pe ‘leant. 


" el irisists on fixed; assets being shown gross in the usual table of | 


x » :define *untoward expense' ‘or ‘delay’; ; arid which lazy or obscur-- 


T T . the directive-preserves comparability.. dines e article 33 allows : Understanding the Commision’ S- problems E cet E 
good management The problems of “the Common: Market: Commission dave | 


“This -is the British rule. ånd investment analysis. would be: | 
i gravely hampered -without . it. . But. 12:3(b) allows :companies: 


> \ js what we now, have 
| y . Europe, or of losing — perhaps for à ‘generation. Such a ‘prospect 


> 
ES 


“annual - pension transfers neéd not ‘be given, although a big - «by the Europesus 


‘authors thought that no single tool gåve so good an. insight into ` 
‘the financial “evolution: of a. company . or its inherent: “prospects. 
Obviously such tables are best: produced. within ^ ‘companies. ` 
`: Opinion. is 3 ripe for. this. ‘advance, and the directive should pre-'.. 
scribe it. 

- Second; Britain requires companies to: distinguish: de turn- 
over and profit for -each. Major ‘activity. This. already ‘stops `, 
C tantalisingly short" of ‘what: investors ‘really . need; since. the. 
crucial key to comparing firms‘is-to:-know, for each: activity in” 


“may have seen in the Harvard Business. Review.. This showed: ‘each. geographical area, not only the’ relevant :turnover and. ` 
ES given inflation of-only. 5, per. cent à year, disclosed. profits - profit but.also the capital employed: ‘The fourth diréctive, in‘. 


ary case, provides none of this and —;granted that. the: directive . 
On consolidated Accounts is yet to come — we donot- live in a” 


companies . world whére even single “firms have:but one class .of product. : 
ay abroad that Had’ adopted: ;EIFO. "would be‘pravely: affected. ‘Think ; ^ Nor is itin Europe’ s interest that management mistakes, poula, 
po too of the risk óf distortion in groups with subsidiaries i in both. ‘drift c on,: inder c cover Ke en richer pu : a company’ 8- business., 


i = 4 
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: to be" understood.- "T'hése questions’ of. comparability - across ` 
' frontiets — or even within them — stirred few imaginations uhi: 
_a year or two ago. Even in Britain, with consolidated accourits to 
.. Sharpen i our ‘wits for nearly a.quarter’of ‘a’ century, really active 
innovation did not.start.much: before the first ‘accounting ex-' 
posure draft in June 1970: As forthe six Common: Market -. 
countries, which of Britain's advantages have, they- enjoyed? 
-Corisolidated accounts? A serious- financial press? Active stock 
» exchange regulatión? An auditing profession strong in relation ` 
to most éompanies?.'T'ruth and progress, through contested bids? : 
Until recently none had enough of any of these things to maie a 
, difference. - 

With Britain's Ente the Commision will ive some S duly to ' 
support.our standards of information; for the Treaty-of Rome 
- calls for’ disclosure rules 'i ın different countries to be co-ordinated - 
-with a view.to making: them equivalént-- and there can‘be neither . 
point nor’ justice in harmonizing down ‘to'a. low level. So from 
_ January. 1st, our. Be must ge seen considerátion as 
. anyone. -else’s... ee K AU 

This-.does not, of course, mean that” our relations. ih 
Brussels should: rest on the cold level: of reluctant’ duty. Oné. 
thing is certain, the Cominunity civil: 'Servants-want nothing but 
the best for. Europe. They are open-minded and very able. 
Britain will.need the help: of this élite, less. committed as it is to 
particular accounting traditions than are some of the member: 
countries. The Commission, for its part, is likely to welcome our: 


i 


an _ Again, article 4-2 permits changes in the layout of the accounts. help.— not because we have all the answers. but because we do: 
E m "not only where the:special nature of the undertaking so-requires, dado bedi know from siperienor, € great many: things that. 
Le7 But, according to the notes, where.the. ‘material facts are lacking’: will not work. ^^: T 


In the slog to win friends for our ideas; the rolė of. Britain's ; 


je - Should apply only in exceptional cases. Unfortunately, ‘excep-.- accounting bodies cannot but be central, -put they miust receive” 
3:7. tional’ is a vague term, and ‘professionals haye-seen the use that., wide. support — and be seen to do so. "Otherwise — comipeting as : 
->30 "ds made by some firms of any. ducrenon- pascuis firms wn they do’ox the Continent with local auditors, who will start atia 


: disadvantage if the British. systèm prevails — they- might not ' 


D "n: n escape suspicion: of spécial. interest, to the deiriment,of. the real. 


e 


; Pomi at. issue. MR. 
In àny case, the jobs: too. big mud vital: I repat, comparability 
a chance of. gaining. for the first time. in 


must, engage the attention of the. m overoment, of the; ET of | 
; industry = _of us all. LE: 
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i A ‘technique ere x European: company accounts, üboratéd 


ts' Hecerations “and utilized: LA "DAFSA of 
` Paris.. y^ 
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The fella ing WU presents thé views. of i a. ‘distinguished European, decountant on. 
international co-operation, and also.a critical reaction to Sir. Henry. Benson s uim to; 
‘the. conference on'The British Company in, Europe’, reproduced i in The Accountant bene 
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T is,,.0f course, "both Satura ex proper: that’ With - coine. out worse. Iti is: à TN to 1 me that the Dutch ` 


| Britain's « entry to the EEC,. the accounting: "profession ^ still come: out-best. The ' conclusion drawn was that ‘I* 


in. England should. consider the effects’ of ‘this important. pélieve that; taken asa: whole; the: UK i is in me leag. by a. a 


a d 


! ‘step on usiness and oh the profession: In this. connection; - “large margin; ^ 5 | » 
the forthcoming diréctives of ‘the EEC authorities on the iu Such ‘international: comparisons ET to prs ihe 203 





of company’ law ‘harmonization. and ‘the. practice: superiority, of. one’s own profession .do not muck. help, I. E 


1 rights: ofithe auntie profession ; are obviously mattérsiof.. „Would: suggest, , the- ‘development : "of international ;co- 


' : imipo ae peo D. ;. opération. Such co-operation must, ‘after all, be léd. by the ` 
M E: octane to-me ilia the two questiorís of: TE “national. institutes.- Every ihstitute,: y its. very BE i 
.. and begs ation cannot be. raised too often,-because: there” vi ‘keeps the interests of its,own members ` very! much 1 in mind; 
-Isia yer eal risk-that the accounting profession will ome «;, at owes, its'existence to ‘that end. | : m 


“+, to be. bo d by. regulations. drawn up and passed ‘into’ law = The exchange of-views through: the international contact ` 


- 


E solely ; by lawyers. Mr Alan .Nelsoh, E.C.C.A, F.T.LL, Rof professional ` institutes takes tiine and patience, and 
, President of, The Association, of. Certified. Accountantà,: <! requires: ` an”? ‘open-minded: approach.: This applies “par- . EY 


| “recently stated" that ::‘there is no compromise possible: on: > ticularly. when institutes seek to persuade one another '. 





"the i issu of whether the EEC Civil Servants are to be ‘our; of ‘the merit of their own views, . and am uncompromising. ., 

servants} or. our ' masters’ -[The Accountant, November" attitude of trying: to inflict one's own view on the others 
. goth; 19 2], and; I would endorse that. We should. pérhàps.. must be. avoided. - Ed D a re oe qu 
also: rec that matters in, Brussels: are not;quite: FO ok Ee = a D 2^ fe OE a a ae 
simple those dilighidully ape remarks impale oggent 7 Defensive reaction” XQ: c A D S 

; Es QR Ve DUNS ues ism Te one instituté. were: to give ‘another the impresion i that it 

Briti influence - E Et DM. NW cul CRAS. B ? 2 ‘considers “itself superior ‘and that.it is convinced the others: 


à 
Nu 
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(7 of UE He is ‘algo a "Past-President of the Nederlands: Instituut | van _of- .UEC's; primary aims Ta" the. harmonization of. ace ^ - 








should follow its example, it should not be surprised if the «^ D D. 
 othefs were ‘to ‘take up.a defensive position. The pica | 


^ directives on accounts and the regulation of. the profession’. “of one's own. national interests. then- becomes “the main‘: 


reoccupation of each. One. chauvinistic action will r ult :- 
. must sutely be warmly welconied. Tt is somewhat different; ' 7 Es ede to ihoubads antag num inte rnati o il agree: is ent. : 


. however, when that theme is coupled: with an attempt pt to. : “No: ‘one-likes to lose’ out; ` 


 conviné the other members, of the EEC that British’ é- 
- This ‘is a case for ‘noblesse obige: Institites, which AMA 
dan i practices are far ahead of those of its. parters - “particular national circumstances. have been able to develop’; 


in tlie |Community. Sir Henry. Benson's address; for: pov 
I. 5. (07 further than others, should give a lead'in-international >- -< 
instance, may well have been directed ‘at businessmen and’. “co-Operation: without. causing such. ‘guidance tö be. inter- S ae 


‘accountants ‘in. Britain, but the world' has bécome so siriall-^ oe 
: ` preted^as the. imposition of the views of the one on the 7 
: ‘these da ys that his remarks reached: the Continent alrnost. . others: Cozoperation. must ‘be achieved. subtly: with con- 5^ 


imme iately; ` a number of newspapers. summarized: ‘the.’ sideration:for the stro iv h ld f oth oe ee 
' lecture] for its readers within a matter. of. days: Moreover; ` sideration: s a o de wp [d 
The: Accountant is widely read outside thé United Kingdom.’ ~The. Un de Exp ‘Comptables ee r can eal : 
According to that article; thé British, accounting pro-; “importa ding Ses T replanting 6 
fien] tands ` aboye all òthet European: professions: In. | of: delegátés  and', committees. Everyone who: actively" 





Any cles or papers: S published which: dáw. attention’ to’ 
` the insufficient influence’ of „accountants “onthe EEG- 


| he dira sion. i a is Lind öf, ae aig rie ‘participates. in the work: of the UEC. can air his views to : . 
Ma Mose In y, Belgium, France, . ermany song "others. without. feeling’ ‘that in the’end all that matters is ^. , 


; on nearly: al "counts the continental i ‘ofessions. ^ what the” ‘strongest :members.. think. Influence can then Dum 


6 


r, sénior partner of a. major ‘public: icd firm’ in n s develop. ‘freely and steadily. - RN el i 
‘Netherlands, ié a former Vice» President and currently acting President -° In his: ‘paper, Sir Henry Benson: "unus argues that one ae 


Account its, and i in 1967 became, the first President of NIVRA on im- 


„plement ion of the Dutch Registered Accountants Act, Sur _ counting prci] Jä fact. ‘hartionization po: fürther un d 


ird DEN 1 1 "a m x) * p " 
z 7 i ENS. E t 
z , ` UN ^ i * i 7 oats t MALE To , n 2x cm es 

1 Š VI k aha - ELM a P MEL c 2^ : 
1, HMM t.m ET : 5 d. 7 vo tue t * 

E E : Eu ee 2 

. * A - a 
X^" n. . t 4 a 


t 
ae 
. 


xe 
Pa 
ae 
: ‘ 
DENM 
wo PILIS 
$07. 
^ 
^e 
- 
" 


ce ki * > + 
+ ty " - t ^, ` M 
^ at n ^ t7 ine gia ae ate + = c r wo ur Va e ' 
- 3 - E . ` EOW yo -r Y r£ t x EG 
n s E] à i TO ^ RPM à 
* x ai AUN -— LI x» = ' 





E - 
D Tsja 
ee 


THE) 


* 4 xo 
X X 
F " t t 1 
` S EE. | H E e à 
Mere " á fo A r 1 » 
` R ^4 E E 
Jo E 03 3 ` " - 


4 = ~ 


5 T E p^ what i is peus in ibo ada if UEC: E isa 


oe action fór defining uniform rules; It was precisely 
. this proviso : "which, in r962, was deleted from’ the con- 
` stitution then in force; this was to allow membership of 
` the British, Scaridinavian -and Dutch institutes, which at 
‘that time didnot desire a supranational body entitled to 
‘decree professional regulations binding the national bodies. 
“ _- If our British friends feel that UK accounting practices 
g are the best in Europe, they will-achieve their ends far better 
< by, not stamping them.with the label ‘Made in Britain’. ` 


db 2 ..—». My own view is that Sir. Henry Benson’s conclusions, as 
-shown on page 758 of Thé Accountant for December 14th. 


. last, are not justified. In the first. place, one. cannot make 
comparisons with other countries without taking account 
"of the different business environments (e.g. the question 
of whether, companies shares tend to be widely or closely 
held, whether share ownership is a feature of -all social 
"classes, and how the capital market is structured). Judge- 
: ^4 ments about the professions of. other countries could well 


- be influenced more by the business envirónmient in which a 


. the accountant practises than by corisiderations of inter- 

- national harmonization.  : ~ 
In the second place, .as a Dutch accountant I consider 
‘that, whilst the British profession has. undoubtedly . |a 
“ “Teading position iri international accounting, it does not 
- have the right to claim exclusive leadership in Europe. 
Ht is only within the last 25 years, after all, that British 
> < accountants have recognized the importance of the profit 
x Ui _and loss account, that their attendance at physical; gu 
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Fériory ath, 1973 
ded fas: ae dh áccepted,. 2nd that P ac- 
countant has taken the-opportunity to extend his services to. 
management .consultancy.. Historical cost is still regarded 
as the only basis which provides a true and fair view! and. 


the managerial ‘economic approach ‘of the accountant’ 8. 
function is a matter which is regarded as open.to question. 


: Yet, long before the Second World War, a Dutch account- 


ant would have been SE CUM to be familiar with all these | 
points. t 

To avoid any mumdesndus let me mate it clear. 
that I.am not claiming for the Dutch profession the 


exclusive leadership which Sir Henry Benson claims ‘by 
‘a large margin’ for the"British accountant. 'There are so . 


many aspects to the accounting profession that no single 
qualification i is appropriate. | : 
I.must also make my position clear on. anter point: 
if the Brussels authorities. require. the harmonization of, 
accounting practice ih Europe then the common level'on ` 
which it is based sliould not be a low one. That would do 
considerable harm'to the profession throughout Europe and 
would reduce the business community’s confidencé in the - 
accountant. Harmonization must not.be a compromise - 
based on too low a common standard, but neither? must 
it mean'the domination of one over the others. The road ` 
to harmonization is difficult and requires a good — 
relationship between all institutes involved. ` | 


E This article was written prior. to publication of the recent I pers by the 


ASSC and the CBI (The Accountant, January Ióth and STEPS Ist) 
on accounting for inflation. l 
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~ Security for Costs 


ECTION 7 of the Companies Act 1948 empowers a 
Court. to require security to be given for costs by a plaintiff | 
'. Company ‘if it appears by ¢redible testimony that there is reason 
~ to believe that the company will be unable to-pay the costs of. 
> the: defendant if successful in his defence’. This power, the. 
: ‘Court of Appeal has. decided, is.a discretionary power to be 
Z -< . exercised with regard to all the circumstances, and the Court is- 
E not bound to make any order: 


right, the better. If there was reason to believe that a company 9 
could -not pay the costs, security might — but not must ~ be 


. ordered. The matter was in the discretion of the Court. 


In the present case, P had/already made a substantial offer in 
the arbitration, which was equivalent to a payment into: Court, | 
and of an amóunt more than sufficient to out-top the £1, 500° 
security which had been ordered.- Having. regard to the history 
of the matter, and in particular the lateness of P’s application, — 
it was not a proper case in which security should be ordered: . 

Concurring in the result, Cairns, LJ, remarked that the likely 
amount to be recovered by T was more than £1,500, 80 that P 
had in fact got security for not less than that sum.  . 

Sir Lindsay Parkinson . e Co Ltd v.. "i a Lid d Tin tmes, ` 


January 23rd). 


X 


Limitation Period: Expiry 


‘Court of Appeal has reversed the. decision ‘of Willis, J, 
in Kaur v. S. Russell. G Sons Lid (The cud June 


jh, 1972). 
The pein. of iaio in dms Case expired on Babes : 


‘In the course of a building dispute between two companies an September sth, 1970 — a dies non on which. the Court offices were: . 


dE, a small subcontractor, and P, à substantial company and the; 


closed for business ~ and a writ issued on the following Monday, 


‘main contractor — T issued a writ against P for £26,000. P then September 7th, was originally held to be out of time. This, the 
"> proposed arbitration, and ‘also offered a substantial sum in ’Court of Appeal decided, was erroneous. Where thè- act re- 
: settlenient of the dispute, which T did not accept. A date was quired to be:done — in ‘this case, the issue of a writ — was one for . 


‘then fixed for arbitration, but meanwhile P applied for an order 
+ that-T’ should give security for costs under section 447. ` 
. . An order was made against T for security of £1,500, against 
| ` which both parties appealed; P contending that the amount was - 
' y insufficient. — 
E Giving judgment, Lord: Denning, MR, said that if there: 
had been any misapprehension in the past as to whether section | 
n4 was thangatory or discretionary, then the.sooner it was put 


D 


7 
- 


which some action by the Cóurt was réquisite, and thé Court 
. office was closed for the whole of the last day. of the period, that 
period should end at the expiration.of the next day on which the, 
Court office was open and it became possible to do the act: The ` 
. present action was not time- barred, and should be allowed to 
‘proceed, 

Kaur v. S. Russell & Sons Lid (133 NLJ 16;. 2 Ties, 
eee, roth, is | 
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pee new professional s service . e uu 


a 
-SIMONS WEEKLY TAX SERVICE 
Eaa 2nd, this new service will be available to all tax practitioners. Every week, subscribers receive 


i 

| 
Fro, 
im ediate notification of. developments in their Hele combined with all the | necessary detail contained. in 


ca e and statute. 


Simon’ S ‘Tax Intelligence - 2 Simon’ s Tax Cases 


1 Alllimmediate developments i in tax law and practice. NT > © A permanent record of tax. 


| 


1 ZH The Device divides. into two parts : 
| 





HE. INTELLIGENCE, Two featured: of the AE in particular are of great value to hard- pressed 


ac ountants. With.the aid of the Digest of each case, published as soon as judgment is given, they can. 


ab orb the main provisions without waiting for the judgment to be revised and ‘published in full. And the 
cumulative chronological lists enable Subscribers to trace a two-week-old case as. easly as a two-year-old 
ju Bere É- x i o 9m o e ES pa 


7 
S 


Each. issue starts with an outline of. the week's: developinénts, indicating. the nature and relevance of ‘the 


week's new ‘material. All Statutory Instruments ‘are’reproduced in full, and other material includes Press . 
Releases from the. Inland Revenue and the Customs and Excise, references to Parliamentary proceedings 


and the relevant parts of the Budget speech, reproduced in full. 


E CASES. tis the Publishers' aim to deliver. full reports of all tax cases into the hands of subscribers as 


iih as possible after judgment has been given. ‘Judgments. are published verbatim and in full, and they, 


have all been revised by the judges before publication. Issued “in loose-leaf parts, punched for insertion 
into a binder, the Cases will be republished | ina Bound Volume with h Tables and an Index at the end of the 
^ year. 

ls the Simon's Taxes Stable E "ET | 
The Intelligence is edited by JOHN JEFFREY-COOK,. F. CA; F.C. s. F.T., Managing Editor of Simon's 
Taxes, and compiled by the staff of Butterworths Taxbooks Department, who are also responsible for Simon, 
de Voil on VAT and the annual Finance Act booklet. The Cases are edited by RENGAN KRISHNAN, of 
Lincoln's Inn, Barrister; Mr Jeffrey-Cook and R. N. G. HARRISON, B.A., of, Lincoln's Inn, Barrister, Editor 
of The All England Law TER ONS, are the Consulting Editors. . | 


f X E 1 


The new Service is complementary:to the services for Simon's TAKES Green’ s Death Duties, Sergeant on 


. Stamp Duties and Companies Capital Duty and de Voil on VA T — ali outstanding and authoritative works on 
their subjects, now drawn together in this momentous venture. ; 
| 


-— 


Simon’ S Weekly Tax Service i is speedy, accürate, comprehensive ...and 


essential. | : t t ll 


d 1 ‘ E 


Apply now / to the Publishers for further details. 


 Butterworths, 88 Kingsway, 1000n: WC2B 2 o 
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VM RNV. MAL Ifyou have a Week to spare fly with us to: ig normal éconómy dirfare available foraone- . 9«. T> 
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pour New York this winter.: - i “zs Week tour. The rest is.on us. (Prices based - ^: | 

















eis ©) “Wel fly you óvér on one of our 747s, Put ; „on 7/8- day winter group inclusive tourfares 9.3.) ^. 
DUE € 7 you up in one of the best hotels in New York: effective Nov.lst to Dec.14th,1972,and Jan. Sth: ^7 ^. 
Hon uo c (ouhavea choice of three) You'll havea’ `" to Mar.3lst,1973 for. groups of 10 passengers. : Ou CN 
D Dos Single or double room with your own private: ': : You don't have.to form a group yourself. - c AMPIA E 
etek s. bath, We take you sightseeing. And Men: * ‘Your travel agentorPan Am willdoit) ..) 0c 
Paki |’ after aweek wel you back again. . ^. So, if that sounds like a nice thing:to dop pi ee s 
Ls quoc ^ HERO all-inclusive tour prices start from BL. your travel agent can'tell you more} jorsend ded E 
cox" NM ‘even that's a saving-of about 30% on the Pat. forour brochure f for full details 472 0:2 dont 
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| Overseas. Company. Tax Rates - 


25 ox 
4 4 


BE 


: The slowing tabi sets oùt the. latest PEATA rates of taxes chargeable in ihe countries . ae 
listed on the net income of companies. Where a.tax is charged at varying rates or more . 
than one tax is levied; as much detail is given as space permits. Taxes, tax surcharges ~ 

` (local) levied on the income-of companies by or for provinces, municipalities, etc., are ' 
mentioned. Special rates for particular types of company or companies carrying on 

` particular trades, e.g. foreign contractors, are not mentioned, 


"- 


rx ; double taxation E, uU rate 


'" 


Rates Or ‘additional taxes shown for.non-resident or foreign companies apply to their. 

. branch profits in the country concerned. (Branch means generally activities which would ` 

TX 7 under the: usual rules constitute a permanent establishment in the country.) Additional ~ 

taxes on branch profits of non-resident companies may be affected by the provisions of. 

of the additional tax payable by UK companies is 
stated in the notes, if it differs from the norm. m 


E very care has Bion. taken in the préparation of thé table, but its accuracy cannot be. 
|. guaranteed. The table, compiled by: the Board of Inland Revenue Foreign Intelligence 


foreign companies. 


(ii) Plus 5 per cent münicipal surcharge (at 


least in Kabul): _ 


On ‘alice of income in. excess of | ood o6 
i scale ‘starts at 


- Qatar-Dubai -riyals: 
, 10 per cent... 


- 


Nope a di 


Guernsey law applies.” 


Nossresided companies pay an extra 18 
per cent tax on distributable spona 


apportioned to Algeria... 


inquiry). 


- 


~ Argentina. 


(ii) Love rates apply: to. situated profits, 
. wheré these exceed a certain percenbge 
a of taxable „profits. ME ri ; 


For public- companies: add subaidiaries’ “of 
foreign public companies. Private, com- ||" 
panies. pay 37°5 per. cent’ on the ‘first ||: 
$10,000 taxable incomie, and T 5; per 

© \ 


cent on the balance... 


Yr 


t 
- 
, 


No income tax at present. P 


v 


t 


^ 


(i 23 per cent industrial fax; “A 
| (ii) Plus complementary tax on ‘undistribu- 
ted profits. Slice scale. starts at 4 per. ‘cent 
— top rate 8 per cent on slice òf income in’ 
excess of' 5,000,000 Esc. The industrial 
tax is deductible for the complementary 


v 


On slice ‘of income in excess ‘of 2500, 000; 
dinars: slice scale starts at IO per. cent 


(i) On uridistributed: profits ` hor ‘Afghan 
companies and whole branch. profits; of 


tax. ; 
: (i) Possibly purs defence tax (under 


(i) Non-resident companies pay an extra: 
I2 per cent tax on pronis remitted out of 


1 


scale’ means a scale ‘where progressive rates, apply: to the "Whole . 

ixable income, e.g., where if income is’ below 100 tax is x per - 
" ie whole of that income, and if income is- 100. or over; tax is 
y per cent of the whole of this i incomé. " E e i 
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Section, is Crown copyright and is. pprcauced by Permission of the Controller of HM. 
. Stationery Office. É 


Notes 


acy ‘Applies. where taxable income exceeds - 


| 1,142,800 schillings. Slab scale starts at. 
bees I “30 per cent. 


i) The ‘rate for distributed — of | 


-, resident companies is 50 per cent less. 


(iii) A local.tax (business tax) is also pay- " 
able. The nominal rates range from 16:5 


..] ' to 17:2 per cent, but the rate effectively. 
.|' paid is lower, as the tax is deductible for -. 


the State tax and hence for itself also. - 


No income tax. 


Bangladesh took over Pakistan: income tax | i 


^- ` 


il | Income tax on oil companies only. 


t 


law as at December 1971. Company tax . 


, rates are under i inquiry. 


P 


itself. 


. 1,250,000 Bfr. 


e 


| Plus local (trade) tax 19°5 per. cent; the 
‘rate effectively paid is lower, as the tax is, 
. deductible for the State tax „ànd for - 


. Gi) 35 per cent on undistributed: m to. 


the extent that it exceeds 5,000,000 Bfr. 


T (iii) ‘ Non-resident companies, . basic tax,. 


“re 


"[* 35 per cent on whole branch profit. ` 


| Gv) To all taxes, except thé.resident com- 
_ panies’ tax at ‘the 35 per cent rate, add 
‘6 per cent local surch S 


(v) Add a 10 per cent national ara to 


arge. - 


taxes (i), (ii) and (iii). 


*Slice scale! means ; scale where slices of income are charged ' at 
"progressive rates, e.g., first 100 slice at x per cent, next roo slice at y - 
per cent, etc. ` 

‘Surcharge’ means a percentage addition to'a tax. 

— 'Surtax'. means an additional tax on the income. exi m 
ts LED: 4 S 


^ 


i 


à (i) 25 per cent on undistributed profit ifitis ~ 
under 1,000,000 Bfr., and 25-29:99 per 
cent if it is between Lpeojeeo" and: 


No 
” 





"su KE CX. 2 -- c cca P XQ C GM M lE 
ra B à aa mgt: tye . e "m : "m NECS ME Du $4 UN PEE + oe TIE ; 1. uo pp Nocte u.s 
GOES Lx "ME ae ACCOUNTANT eher c oV 977 c s February 8th, 1973: 
ide t js » Km S pecu ae e a : : d eo, xg o . "D K : 2 E f " d. og v * E ` ; 
T M ae " Rate, p ke ee Bl capee ce m m CER 
p nc * Country per cent n Notes county Eo "Notes ~ 
* "., BELGIUM -30. (vi) Add a further-10 per cent national sur-' || CHANNEL. i PR 
v. ^2 yn (Contd) charge to taxes (i), (1i) and (iii), where the ISLANDS — See Matte Guernsey, J ersey. 
XC E T da , .taxable.incomeé exceeds 3,000,000. Bfr.' rn i 
cM j ‘This: surcharge may not exceed 20. per CHILE e 35 1G Plus 7 per éent housing tax: generally and . 
e cent of the slice of taxable income in | . plus 15 per cent surcharge for 1972. 
? d excess of 3,000,000 Bfr. . uw ZU. i) Non-resident companies pay 17 per 
t [ee ae T. / cen us IS per cent surcharge for : 
F BERMUDA Nil Noi income tax. ` , 1972) plus 40 per cent additional tax plus 
D. BOLIVIA. .. 25 (i). Plus (for industrial ey: Miri E S roe nA tax iic (total 
po uu s ^ t |. for education 1-875 per cent (2$ per cent. ] ; 
we KS ME. rS X 75 per cent of'taxable income). . || CHINA 7 - See: ‘| See Formosa.. ` 
E Pe al | a Plus.7 per cent. excess profits tax OD. _ (REPUBLIC OF) "noh. A i 
Hm 21297 . undistributed (non-resident | companies’ : 
e z  unremitted) profits in excess of 70 per CoLOMPIA 36 In On slice of income in excess Aane 
: PE t. cent of ‘paid in share capital’. "| > of 1,000,000 pesos. l iux ox 
OC UP EC ES '| (iii) Non-resident companies pay an extra . Lower rates 12° 24 per cent. 
E ENS les 26 per cent tax on profits remitted from _| Gi) Plus excess profits tax,’ espenaeat on 
up MN " Bolivia n; Í ~ i « ratio.of profits to net worth. - 
: ‘BOTSWANA .-.| -30 Wa Y E l : (iii) Plus 6 per cent housing tax on profits 
INNEN PIT Na f ] | ; Ee : . less above taxes and less 20,000 pesos. 
» BRAZIL ^ >a A 30 (i) Plus 5 per cent on distributed jos - ta | Gv) Plus 3 per cent electricity development 
i di companies which are not public com- ei and social:security tax on profits less the 
a MN panies and which are nota companies. A . income and excess profits taxés, and less - 
ur (ii) Non-resident companies pay an addi- E : .5,000 pesos. This tax is deductible for the. 
i tional 25 per cent tax on profits after the : basic income tax. : 
"AW go per cent tax, and a supplementary c M -- (v) Non-resident companies pay an extra 
x SEE ^| income tax on excess remittances. from Yr WM 12 per cent tax on profits: remitted from ` 
TU E Brazil. a peer 25 ot for pr tax || ` i tha —. Colombia. .- , "E . 
NAM Va reduced to r cent for profits "ue AME ? i m 
OT E T eE in the e branch, ; d CONGO- ', ^30 ' | (i) 35 per cent, non-industrial companies. 
BRITISH Ü "T" BRAZZAVILLE ^ E minimum. tax is payable, 1 per cent of 
zt URAS : (xe s revious year’ s turnover: | 
A HUND d s ' Gi. Plus a žo per cent surcharge for the: 
. , BRITISK Wane. ; Fonds National d’Investissement. `. 
SOLOMON Is. |' 25 | Gv) Plus another 20 per cent surcharge 
| l DUET Wed sent 9 LE is lp se, npe Ri (Taxe xlix ru DU 
, Barris jux d dr EMEN E Congo ° S Ve k so, 
- VIRGIN Is. aem Sec wen ener " : 7 d : * f (KINSHASA) a ps : i : 
" P l Ca (DEMocRATIC| See E 
Bao 39, | REPUBLIC OF | . notes. | See Zaire. i 
. BURUNDI 40; .30 per ‘cent dij on the firet 1,000,000 fr. THE CONGO) T 
"CAMEROUN 25° Plus 10 per cent local surcharge.. Minimum Cook Is. | 375 (à) Resident" companies — applies where. 
(East) tax. (including: surcharge) ‘greater `of taxable income ‘exceeds $10,000: slab 
T ` 220,000.Fr. or 0825 per cent of previous EE: : .scale.starts at 20 per cent. — . 
ix "P -year's t hirnover: l E : 6T i l.i) The non-resident companies’. slab scale 
CAMEROUN 35... l Ls MEA As ; eo dom 27°5.per cent to 45 per cent, 
7+ (WzsT) : i 3 k ys uot | oe ane rate applying. where taxab e, income 
(eie gs one Iu : n p exceeds $10,000). ae 
CANADA a, —, ‘(i) Federal income tax 50 per cent on whole a 
DAE CM income for 1972, 49 per cent for 1973 | CosrA Rica 40 LG) On slice of income in excess of 1,000 000 . 
nal - (but gee (iiy and (iii below). : , i -colones: slice scale starts at 5 per cent. 
- (ii) Private companies generally. - 25 per a. 45 xin i (ii) An additional o:5 per cent: tax is Payable | 
i ^ cent only on the first $50,000 business € O3 . E by non-resident companies. ^ v 
x income. E j i A ed Ad ORE] dx of 15 per cent 
Tur pc f | Gii) Both — 7' per -cent seduction fot 1972. NT is payable by non-resident companies on 
AC TEO x (iv) From 1973 lower rates are proposed for j- - branch profits after the basic. company. 
dis . : ; . .manufacturing ` and processing income, a tax remitted or credited to head office. 
-40 per cent generally, 20 per cent on the CYPRUS 2 Lower rates apply to Cyprus companies’ 
manufacturing and processing income of d 42:5 t aradi profits up to, £8,500. put t 
DE private companies up'to $50,000... "n 
BL G S . (v) All plus provincial income taxes 10-13 MT UE 
E uo = f: > c], percent:-ro per cent of the income earned , DAHOMEY 35 ^ | Minimum AEN of A per. cent of 
PA rei in a province is credited-against federal ! ; ‘previous years’ turnover or 200,000 fr. 
é income tax. : NE. A . `, "s 
(vi) Non-resident companies pay an exit. DENMARK 36- (i) As 50 per cent of income, up to a maxi- 
: I5 per cent on net branch profits after "ds TE mum of 2$ per cent of paid-up capital, is ` 
>, the above taxes and after certain capital i deductible, effective rate is lower. l 
Ü investment allowances. i ! (ii) Non- resident companies pay 34 per cent 
p , 2 -on the whole branch profit. 
CAYMAN Is. Nil No income tax. TENE We ia vA 
PE ME s ' DOMINICA 40 l 
"^ 5 AFRICAN di d us 15 Per el eurcharg g "mS DOMINICAN (38. T) On slice of i income in excess of 60,000 
" REPUBLIC: greater of 690, ooo Fr, or 2:3 per cent of REPUBLIC pesos: slice scale starts at 10 per cent, 
. "ES 2 previous year’ 8 turnover. i (ii) Non-resident companies’ pay an extra 
Aetius ien Fas T I8 pér cent on profits remitted from 
= CEYLON 60 | See Sri Lanka. x ; eee sagas 
= AP : ' t surcharge. - 
_ CHAD. , 45 ‘Commercial.cémpanies’ 5o per cent. Mini- Rd 5 SH) pia ara ROS Deren 
a We a mum tax o-6o-1 per cent of p Riesig DUBA 50 Where taxable income exceeds $5,000,000 
E ed tes . years turnover, varying with com- | =- . "rapa Qatar-Dubai riyals: slab scale starts at 
P. , i pany’s trade. i fee . Io per cent. € : 
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Rate 
per cent 


30 


38°05 


4 


— 


| Notes T 


(i) On undistributed profits of resident’ 
companies. 


(ii) Non-resident companies pay 40 per cent: 


on whole branch profit. 

(ui) Add ix per cent higher education 
surcharges to both taxes, and 8 per cent 
surcharges to both taxes to the extent 
charged on income derived from the 
provinces of Guayas and Manabi. 


(i) Formerly United Aráb Republic. 

(it) The 38:05 per cent rate, which applies 
to resident companies, includes 17 per 
cent income tax, 10-5 per cent defence 


tax, 8 per cent national security tax, and. 
15 per cent local surcharge on the income 


“tax. 
(iii) Non-resident companies pay 
cent, including all taxes and surc ea. 


Plus ro per cent additional tax on profité 
over $30,000 and further 10 per cent on 
profits over Eth $1 50,000 (these limits 
increased for companies with capital of 
over Eth $5,000,000 paid up, or invested 
in Ribiopuy. 


Plus 10 per „cent profits. tar. (abatement 
where profits aré below, £12,000). 


On slice of income in excess of 400,000 Kr.: - 


slice scale starts at 8 per, cent. 


(i) Equals 2:5 per cent basic tax plus 28-75. 


per cent normal tax 

a°5 per cent surcharge. 
(ii) Non-resident companies pay an extra 

15 per cent on profits remidied: from Fiji. 


Plus local tax, 10-20 per cent (latest known 
‘Helsinki rate 14 per cent). 


er IDerediaen DY 


(i) Where income exceeds $250,000. Lower. 


rates o, 8, 14, 18 per cent. 


(ii) Formosan companies appear to pay an 


extra IO per cent tax on undistributed 


profits allocable. to non-resident share-- 


holders. . 


Non-resident companies pay 
25 per cent (10 per cent UK companies) 
on net branch profits after the 50 per cerit, 
in so far as. che company’s total profit 
is distributed to non-residents of France. 


Income tax on oil companies only. 


d^ Commercial companies 36 per cent. 


ii) Plus additional ro per cent tar, for 


national investrnent 


(iii) Plus 2 per cent temporary additional. 


tax. As an alternative to this tax, com- 


panies with 1967 taxable incomes exceed- | 


ing 3,000,000 fr., may subscribe o-25 per 


cent of turnover to development bonds., 


(iv) Minimum tax 1,060,000 fr. 


(i) On undistributed profits: 15 per cent ón 


distributed profits. 

(ii) Non-resident companies pay 49 per cent 
on whole branch profit. , 

(iii) To the above tuzes, add 3 per“ cent 
surcharge. 

(iv) Plus loċal (business) tax, 13-15 per cent, 
deductible in arriving àt "Federal taxable 
income, which itself is used as the basis 
for the business tax. i 


Reduced rates payable by small Ghananian- 
owned companies. 


1 


—45 per. 


an extra, 
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Country ` 
` ^ 


ae 


4 


HAITI 


HONDURAS 


fy 


Honc Kone 


ICELAND 


" INDIA 


Rate 
' | per cent 


38°25 


i 


notes 


40 


15 


See ' 


55 


= ` » - * 
ES. & or . , 179 
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* 4 v 
,Notes: Ro de 


On undistributed profits of resident com- 
. panies and on the whole branch profit 
- of non-resident companies. The basic 
rate is 35 per cent: a` I5 per cent sur- 
charge for agricultural social. security is . 


. deductible in the following year. 


` 


G) On slice of income in excess of Q. 500,000: 
alice scale starts at 5 per cent. 

t Plus 1o per cent surcbarge. 

iit) Non-resident companies pay an extra 
11 per.cent (including the surcharge) 

. on profits remitted from Guatemala. 


; 
Plus 10 per cent surcharge. 


Non-commercial companies: 20 per cent 
income tax plus 25 per cent corporation. 
tax: : 

Commercial companies. 

20 per cent income tax Plus 35 per cent 
corporation tax. 

Non-resident companies pay an additiona!- 
25 per cent on branch profits after income , 


tax and corporation tax which are not ^ ` 


reinvested in Guyana or which are re- - 
invested in the zeplacemenr of fixed 
assets. 


On slice of income. in excess of $100,000: 
slice scale starts at 4 per cent. 


On slice of income in excess of L.1,000,000: 
slice scale starts at 3 per cent. 


i 


(i) State tax 20 per cent, on undistributed 
profits, and on dividends in excess of 
Io per cent of adjusted paid up share , 
capital. 


(ii) Plus ro per cent surcharge for state ^ < 


building fund. 
(iii) Local tax 30 per cent (reduced rates for . 
elices of income below 75,000 Kr.) de- . 
ductible for local tax of following year. ` 


(i) General rate for public: companies. 
(including subsidiaries of foreign public 
companies): other rates for ‘private’ 
companies. 

(ii) Non-resident companies, 40 per cent. 

iii) Both plus 5 per cent surcharge. 

te Plus companies (profits) surtax — an 
excess profits tax — 25 per cent, where 
applicable (25—30 per cent from 1972-73 . 

assessment year). ; 


On alice of income in excess of 5 million 
: Rph: 20 per cent on first 5 million. 


1. Iranian compames —— 
i) 1o per cent on whole table income plus . 
db IS per cent on registered share dividends 
distributed to Iran residents plus ~ 
(iii) 15-55 per cent on registered share 
dividends du to non-residents 


lus 
GA 25 per cent on bearer share dividends - 
-plus 
(v) a5 per cent on undbtibuted i income up - 
to Rs. 100 million and. 5o per cent on the 
remainder of undistributed income. 
On later distributions (v) is set off against 
(ii) and (iit). 
2. Non-Iraman companies 
55 per cent on slice of income in excess of 
Rs. so million. 
Slice scale starts at 15 per cent. 
3; Eos lus 3:35 per cent surtaxes, 3 per 
ay municipalities, 0°35 per cent 
for enben of commerce. 
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Notes 


(i). Industrial companies, on slice of income 
in excess of ID. 10,000: Bice pale starts 
at r5 per cent. . A 

(ii) Others, slice scale, 15—55 "per - cént 

(55. per cent on slice over ID. 12,000). 


| (i) 35 per cent income tax plus 23 per cent 


corporation profits tax (but 7} per cent. 
" CPT only on first £2,500).- 


is deductible for the i income tax: |..." 


* 


On undistributed" profite of resident com- 
- panies and the whole branch. profit of . 
Ó non-resident companies. ` 


Income tax 25 per cent. 


Plus company tax 35 per cent | deductible 
Flus security ps 31 per cent ("for i income 


ae atl, 109 Weg 


RA 


Movable wealth tax 25 per cente on n slice of 
income in excess of 100 million lire: slice 

- scale starts at 18 per cent. f 

Plus 15 per cent flood relief surcharge (FR). 

Plus. 10 per cent ECA (local: assistance 
, board) surchargé,’ 

plus: 'provincial and panda surtaxés — 
‘maximum rates 1°75 and 3:5 per cent 
(both plus FR and ECA i 

Plus chamber of commerce surtax 0:5-2:5 
per cent. A 

(ii) Conan) tax Ds) Hd 

15 per cent plus r5 per cent FR plus. roger 
cent ECA surcharges (combined ` rate 
18-75 per cent), on net profits less ali 
taxes in (1) BDOYS, and less 6 per cent of. 

net worth. , 


Proposed ` uM LX 
‘(from 1974) | E 
Company: tax . ` . ` 25 per cent 
Plus local i income tax: PLE 
Regional... — vooQ* 2 per cent 
Provincial. ` 1:5-2'5 per. cent. 
Municipal °; 6-8:5, pêr cent 
Plus chamber of commerce: 
surtax -< .. 04-12 per cent 


Plus -10 ‘per cent additional tax for the 
national investment fund and 1 per cent ' 
national contribution for economic. de= 
velopment: minimum ‘tax 3 so, ooo fr., 


(i) - Rate applying to public companies 
(including subsidiaries of foreign public, 


Country 


Korra  / 


(Contd) 


KUWAIT 


SEE À 


" ? a 
LEBANON 


"n DA t Y 


LESOTHO |. 


LE 
LI 


mro “ACCOUNTANT * 


* 


LIBERIA - - 


a t 
vY 


LIBYA (ARAB ’ 
REPUBLIC OF) | - 


Li 


va 


4 


uy 


LI 


ZR 


LUXEMBOURG 


1 L 
1 ' 
* ` 


~ 


"MADAGASCAR 


l 
^ 
a 5 * 


j à 


* 


MALAYSIA : 


, + 


Maa ^ 


MALTA 


LI 


companies) which are not agricultural MAURITANIA 


equals..30 per cent company profits tax 

. plus rs per. cent additional: company 
profits tax. 

mi Different rates apply to tutes and 

private companies, etc. | 


(i) On distributed profita: sns per cent on 


- undistributed. Lower .rates. apply to 
the first part of the income of the smallest 
companies. 

(ii) Plus local taxes (a prefectural enterprise 
tax 12 per cent of income (deductible for | 
the national income tax and for iteelf), 
(b) prefectural and municipal inhabitant’s 
taxes (combined), maximum 17°3 per 
cent of the national i income’ tax. l . 


" 

ü) On Korean public companies’ slice of: 
income in excess of '5 million won:' 
lower rates 16, 20 per cent. 
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MAURITIUS | 


A 


MEXICO 


"a 


| 
Plus T per cent social welfare tax surcharge 
‘ x } i . eU ! 


MONACO ' 


^ 


` 
‘ . 

> + r 
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Rate 


per cent 


27 


375 


45. 


as 


| x 


O, 
40 . 


'35 
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notes 
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Notes I 


(ii) Higher rates em to private companies. 
| Gi) Non-resident companies appear to be 
chargeable at.40 per cent on the slice of 

' income in excess of 5 million won: lower 

rates 20 per cent, 30 per cent. 


m 


(1) Where taxablé income exceeds 375, 000 
dinars: slab: scale starts at 5 per cent. 

| Gi) Plus, 5 per cent additional tax on slice of 

> income in excess of. 375,000 dinars. 


. 
"m y 


(i) On lice of j income in excess of E. 7 56, 000: 
slice scale starts at 5 per cent. 


'| Gi) Plus15 percentlocal and per cenvedile: E 


quake surcharge on the whole of the tax. 


at 
woe 


slice scale starts ‘at § per, cent. 


„On slice of i income in excess BE $i wailed: 


LG) On slice of'income in éxcess of. 100, 000. 


. dinars: slice scale starts at 15 per cent. ..— 
(ii) Plus d pe per. cent additional tax for the 
Jihad ao , 


‘Rates are based: on ratio beeen profits and . 


capital, and are 50 per cent of that ratio: 
minimum rate 5 per cent, maximum 
12 per cent, of profits. m 


E 


| ` (i). Where the income excéeda 1,312,000 E à 


- Iówer rates 20 per cent, 301 per cent (slab - 


scale),..with. marginal reli - near the 
e points.: 

(ii) Non-resident - ‘companies generally 40 
r cent only. 


(ii) Both, plus local (business) tax,.5°6—10 

. per ‘cent, deductible : for ; the’ national 
. taxable income which is.the starting point 
for the business tax. ; RA 


Plus annual tax 200,000 fr., deductible for ; 


. the i income tax. 


() Malawi companies pay an additional tax 


of up to, 5 percent on income distributed 


to non-residents whose rate of tax in their , 


" country of residence exceeds 40'per cent. 


|| i) Other companies pay an additional tax ` 


of up to 5'per cent on branch profits, 


where their rate of tax in their country of 


residence exceeds 40 per cent. 


Plus '5. per. cent development tax on 


` Malaysian business property come etc... i 


|. Minimum tax - LA ‘per cent of previous year’ 8 


turnover. Vaca 


‚Minimum tax 300 600 F. — I. 500 000 F: 
' depending on previous year's turnover. 


On the odieSbured profits, of , réuident 
companies ànd the whole branch profit 
of non-resident companies. o. 


eG Where taxable: income exceeds 1,500,000 
pesos. Where taxable income is between 
/500,000: and 1,500,000 pesos.the tax is 
42 per cent of the taxable income, less 

'65 per cent ofthe difference between 


1,500,000 pesos and taxable income. If 
e income is less than .500,000. slice. 


scale 5~38 per cent applies. 
(ii) Resident companies pay an extra 15-20 


- 


per cent tax on undistributed profits not - 


reinvested in industrially productive assets. 
(ui) Non-resident companies pay. an extra 
_ 15-20 per cent tax on proe after the 
basic income tax. 


Payable only by certain companies ‘operat: 


ing both in and outside Monaco or by 
Monegasque companies receiving invest- 
- ment income etc., from outside Monaco. 
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2 per cent tax- to the workers’ we 





Qatar-Dubai riyals: slice scale starts at 10° 
per cent (but nil on the first 1 million). 





MAR | 2 | : SE CILE | ats i l 2 neo dU AN Ba. p | 7 — T - — = mee -- — 
, NU ' E e A T d C m M TAE D DADO Y : a A eo oe 
: —— 1973, E ral. "ACCOUNTANT Duas c NEM 
1 : nt . ' d p pu l N Eo - $e dim io "aW . 
Co PE ` Rate P eae YE es l . Rate dr rr l P. 4 : 
= per cent E , Notes i pum uu ^ County. | per cent T C . Notes 
MONTSERRAT 29 ma A à PANAMA. so (i) On slice of income in excess of 500,000 
Mono: a a Ay V ce balboas: slice.scale starts at 10 per cent. 
OROCCO 48 um slice of i income in excess of 2 million Dh. A used ^| (ii) Resident companies pay an a tax of 
ower rates 40, 44 per cent. P PCI A5 ro per cent on undistributed profit up to ^. 
T : I e 40.per cent of net distributable profit. 
See |. (i) Industrial tax.18 per cent (deductible for "y (iii) Non-resident companies pay an extra 
notes complementary tax) plus complementary || . eu CU P IO per cent tax on prod the basic `. 
tax on undistributed profits 4-8 per cent | — ' e E . income tax. 
(8 per cent on slice in excess of 5 million || PAPUA AND 
'248C. J. i , "ME. n New GUINEA | 25 , xi 
| (ii) Non-resident companies pay an addi- f PEE eer : ora d 
tional 5 per cent complementary tax on. PARAGUAY 25 on slice of income in excess of 100,000 
branch profits deemed credited to guaranis: slice scale starts at 19 per-cent. 
shareholders. : : j 
Gii) Plus 1g per cent municipal surcharge | PERU . | 38 (i) on alice of income $00,000 to 56 million 
con the industrial tar. B solea: slicé acale starts at 20 per cent, and 
; . . Ke , higher rates, up to 55 per cent.on slice i in 
50 Where taxable income TUM CRUS EMQUE is excess of 1,000 million soles, apply where 
| 375,000 Rial Saidi: aláb scale starts at e income exceeds 50 million soles. 
5 per cent: : — (ii) Non-resident companies Pay an in. "4 
| nue ns “per cent tax on profits after e tax in (i 
55 (i) On slice of income in excess of 40,000 || pir E 
NR: alice scale at 15 per cent. ^. PHILIPPINES 35 First 100,000 pesos 25 per cent oniy. 
(ii) There ig a remission of 25 per cent tax -|| POLYNESIA ' 25 E 
. | for industrial companies. ` (FRENCH) | > Sooo 
i . || PóRTUGAL See `| (i) Industrial tax 15 per cent plus nx 
d cs 45-47" 99 per cent d lower POEM notes mentary tax 4-8 pe ae P Hee 
l i 4-12 per cent. e industrial tax an 
34 (i) On slice of income in excess of x million: Wig Eve uu deductible for 
slice scale starts at 2 r cent. Tax ; ~ 
d | oo aeui milion ie as oa or cr Make ero pam [ird 
| (ii) Plus IS per cent docet 8 arge. - - b ON Tg cu they bbc punte MN 
NEW RUN o tax. | ZA. | . ‘year’s profits by moré than 5: per cent. 
, Nil N income . : The higher rate is only levied if prona 
NEW RIDES | Nil No income tax. n T IEEE Ed exceed 100,000 Esc. 
NEW ZEALAND 45 (i) Lower rates 20-32: 5 per cent on frit ‘PUERTO Rico - | 40 combined rate of mome iis vi ura à 
| $6,250. $100,000. - i 
| (it) Non-resident companies pay,50 per cent’ First $25,000, 22 per cent income tax only: . 
| bs E. a ie dE ed p on first , next $75,000, 31 per cent income tax and , 
| 250). The a onal tax of 5 per cent, . eine combined: | 
may be -affected by double taxation. i 
agreements Po agreement allows it). QATAR so Where taxable income exceeds 5  zhillion 
E L |J riyals: slab scale starts at 5 percent. ~, 
NICARAGUA 30 On slice of i income in excess of 2 million |. Ska d i uM 
| colones: slice scale starts at 4 per cent. Ras-AL- ` 5o ^ On lios of income da Eug diet DH. 
' "OKHAIMAH . million: - 
| at. t on next slice. l 
NIGER | 35 Minimum tax i per cent tof previous year’s : i N E RS i 
| RHODESIA : . 
| turnover. NÉ ed T9 
RWANDA " On slice of income in excess of 1 million De 4 
40 
NIGERIA || 45 First £ 5,000 taxable i income — 40 per, cent. . i ie lower rates 20, 30 per cent. " 
ST CHRISTOPHER| . i T 
NIUE Is. | 40 Loss rates — 5 per cent "instedeed by: NZ AND 'NEVIS 40 - ; 
$1/48, cooth with each NZ $11 increase of E ' - 
| | mE income over £1. ST HELENA - 73 - | z 
Noiroik Ip. ` | Nü | No income tax a s || 745 l | 
N | ie ST PIERRE AND . a 
ORWAY See | (i) Distributed: profits of desi dant com- ` MIQUELON 24 ` 
, notes’ panies; 24:1 per cent only (local income , HON fay ; 
i taxes and special levy for developing | ST VINCENT , | 40 4 ~ 
(ii) Undistributed profits of resident com- ^ (EL) SALVADOR I5 (i) On slice of income in excess of 100,000 
panies, 50:6 per.cent (state income tax, t colones: slice scale starts at 2:5 per cent. 
local income taxes plus special levy for (ii) Resident companies pay extra taxes of ` 
developing countries). : ' up to r2 per cent arid 13 per cent respec- 
(iii) 50-6 per cent on whole branch profit NE pd on profits capitalized and pronus 
of non-resident companies. ' n pur 10 IeServes. 
50-6 equals 26-5 state plus 20 local plus ES (ii) Non-resident companies pay-38 pér . 
4 tax RI fund plus r'r dnd D " " cent on the whole branch profit. 
l ; levy. | Saupr Arasia. | 45 On slice of income in excess of 1 million ~ 
URISTAN ‘eg Q Public company "— "A —, k ; riyals: slice scale starts at 25 per cent. 
; i ii) Various other rates‘ apply to sve. SENÉGAL 33% Minimum tax 400,000 fr. ý 
companies, small companies, etc. S - ' l . l 
, (iii) Non-resident companies 60 per s ea amc 35 i E "i E 
A (iv) 'Industrial establishments' also SHARJAH ‘ 50 On slice of income in excess of 5 million 
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(i) Plus 15 per cent surcharge (‘surtax’). 


(11) Minimum tax 45 per cent X 3 per cent of i 


turnover. 


t 


Plus 168 per cent Íocal surcharge. 


(i) ‘Temporarily 35 per cent only on “South 
West Africa income. 
(ii) Plus 23 per cent surcharge. 


(ui) Plus 5 per eat loan levy surcharge 
(repayable eventually). 


Company taxation now incorporated in 
South African. i 


Proper name: ‘People’ 8. Derhoceatic Repub- 
lic of Yemen’. 


(i) Plus 4 per cent additional tax, deductible 


‘for the company tax and hence for itself. 
‘ Combined rate approximately 32:7 per 
cent. 

(ii) ‘Non-resident companies pay a 15 per 
cent additional tax on the part of their 


distributed profits which is deemed paid: 


out of Spanish branch profits. 


(i) Plus 334 per cent on dis- 
tributed profits. 
(ii) Lower rates for small 
. companies with small profits. 
(iti) Non-resident companies — 60 per cent 
plus 6 per cent in lieu of death duties. plus 
33% per cent on profits remitted from 
lon (maximum tax on remittances 
333 per cent X $ of taxable income). 


Resident 
companies 


(i) On slice of income in excess of Ls. 40,000 
(public companies), Ls. 20,000 (other 
companies): slice seas start at 25 per 
cent. 

(ii) Plus defence tax 2 per cent. 


(i) on slice of income in excess of 60,000f. : 
slice scale starts at 27 per cent. 
(ii) Plus IO per cent surcharge. 


Plus local income tax, average rate 24. per 
cent deductible for. the national income 


^ 


(i) F ederal defence tax, of maximum 7-6 per 
cent plus income taxes at varying rates 


in cantons and ‘communes’, rates usually. 


depending on ratio.of profits to capital. 

(ii) All taxes are deductible in arriving at 
federal taxable income. 

(iii) The combined maximum rate averages: 
25-30 per cent. 


See Formosa. 


B - : 
i r ` 22 d 


(i) On slice of income in excess of 1 million 
baht: lower rates 20, 25 per cent. ` 
(ii) Non-resident companies pay an extra 
25 per cent tax on profits remitted from 

. Thailand. ! 


d Minimum tax 1 per cent turnover. 

ii) Non-resident companies pay a 10 per 
cent securities income tax on 9o per cent 
of Togo branch profit. 


i Plus 5 per cent unemployment levy.'. 


(it) Non-resident companies pay an extra 


25 per.cent (UK companies 10 per cent) 
on net profits after the 45 per cent tax, 
except to the extent that they are re- 
invested in Trinidad (other than in re- 
placement of fixed assets). 
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Couritry 


TUNISIA : ' 


+ 


UPPER VOLTA 


URUGUAY 


VENEZUBLA 


REPUBLIC OF) 


YUGOSLAVIA 


- Rate 


per cent 


40'I 


40 


35 


' 2I 


So 


45 
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Notes 
Industrial/tourism/transport com anies: in- ` 
cludes various, surcharges’ and surtaxes. : 


Other companies ~ combined’ rate 46:5 
per cent. 


“(i) Resident companies: equals 25 per cent, 
plus 20 per cent of net profit after the 
25 per cent tax. : 

(ii) Non-resident companies pay s1'as per 
cent equals 25 per cent plus 35 per cent 
of the remaining net profit. ' 

(iti) An additional 3 per cent financial 
balance tax is also PES 


Noi income ta. 


On slice of income in excess of 5 million’ 
Qatar-Dubai riyals: slice ‘scale starts at 
IO per cent, 


See Egypt. 


(i) On the slice of income in excess of ` 

$25,000 (income tax and surtax): 22 per 

cent income tax only on first $25,000, 
(federal). 

(ii) State and/or city income taxes, which 
are deductible for the federal tax, may 
increase tax charge by 1-6 per cent of 
federal taxable i income. l i 


A minimum tax of o:30 per cent of OR 
year's turnover is payable. 


(i) Includes 10 per cent company tax, 10 per 
cent industrial and commercial profits: 
tax and 1 per cent substitute inhéritance 

' tax. = 

(it) Non-resident companies pay an extra 
25 per cent'on profit R A from! 
Uruguay. . ul. 


- (1) On slice of income in excess of 28 million 


bolivares: slice scale starts at 15 per cent. 

(ii) Non-resident companies pay. an- extra 
15 per cent on net profits after the above 
tax. - , 


^ 


US Federal tax rates apply. ` 


ld n 
(1) On slice of income in excess of $21,600: 
slice scale starts at 5 per cent. | 
(ü) Non-resident companies' scale, IO-55 
percent  . ca 


See Southern Venen 


i 
^ 


EE 


On profits of non-resident companies on 
joint operation with Yugoslavian entities. 
The tax may be reduced eda of the . 
profits is reinvested in Yugoslavia. 


Non-resident companies pay an extra 20 
per cent tax on 40 per cent of Zaire’ 
profits. , "a / 
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Multi -Nationals Unfair to the Nationals? 


ws the accomplishment of President  Nixon's 
second inauguration — more like a Coronation this 
time, according to the Washington wits — the stage is 
set for a spate of legislative proposals designed to make 
political! friends, but not necessarily to reach the statute 
book. These will include a volley of tax reform bills, and the 
revival of the effort to enact the highly controversial Hartke- 
Burke Bill to clip the wings of multi-national companies. - 


Protectionist policy 


This measure (officially known as the Foreign Trade and 
Investment Bill) was first introduced some two years ago, 
when unemployment was alarmingly high and the Demo- 
crats who controlled the Congress decided to favour the 
protectionist line long advocated by the trade unions. 
The clauses of most importance to the accountancy pro- 
fession would revive the long-lived attempt to make un- 
distributed foreign earnings subject to federal tax during 
the year in which they are earned; and would eliminate 
the federal tax credit allowed on income taxes paid abroad. 
The supporters of the Bill seem oblivious of the fact that 
these changes would deny the whole basis of the complex 
international network of double taxation treaties — not to 
mention | |the severe handicap that they would i HRDODE on 
Americán multi-national companies. 

As re eser in The Accountant for January 11th, Mr 
LeRoy Dm President of the American Institute, has 
called for a streamlining of the income tax structure, and 
the elimination of enough deductions and special treat- 
ments to allow substantial reductions in the present 
personal rates of between 14 and 7o per cent. 


Chart No. | Chart No. H 
. Sales in Britain 
Selected Product Group 


Log Scale | Log Scale 
Million $ Millon $ 
320 1000 





Total Export Sales 
Selected Product Group 





‘From Our New York Correspondent 


On an over-simplified view, the Hartke-Burke Bill 
would yield very large additional tax revenues, thereby 
contributing to Mr Layton's objective. But the National 
Association of Manufacturers has published a survey of 
83 American multi-nationals, over a quarter of whose : 
total after-tax earnings come from their foreign operations. 
The survey shows that the companies are already paying 
an average rate of 5o per cent on their foreign earnings, 
with the overall effective tax rate appreciably higher in 
Canada, Germany and France (though not in the UK) 


than in the United States. 


These findings fully dispose of the argument, sometimes 
made by proponents of the Hartke-Burke Bill, that multi- 
national companies are paying less than domestic companies 
and carrying less than their fair share of the total tax burden. 

A detailed case.study of how the proposed changes 
would work in practice has been issued by. Union Carbide 
Corporation, whose world-wide sales. equivalent to more 
than £1,000 million annually (one-third of them to customers 
abroad) make it one of the largest of all chemical companies. 

Jt sets out, as shown below, the impact of the proposed 
tax increases, if applied to a recent actual year's results: 


Parent company's share of iia affiliates’ earnings $m 

. before tax . T - i 78:3 

Foreign taxes paid by affiliates - ; ZIR 
Balance, representing Daren company’ S share of 

earnings A71 
Less Amount of this income paid (and taxed) i as 

dividends to parent company - 19:8 

Net additional taxable income as proposed by Bill 273 


Increase in income tax payable (at 48 per cent standard 


corporate rate) I3'I 


To the amount of extra tax NM on pom ibus 
Chart No. lll 

Total Foreign Sales 
Log Scale 


Million $ 
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foreign EH. would be "m the effect of áoubls 
taxation, as below: 





| $m " $m 
. ;Parent company’s total foreign tax credits .. l 25'5 
_ Less Income tax (at 48 per cent) on foreign 
' withholding taxes, to be deducted : 2°5 
Less Foreign tax credits (at 48 per cent) 
on branch operations; to be deducted . . 4'0 
Less Recalculation (at 48 per cent) of 
affiliate dividends grossed up 4*5 
* Net additional tax payable — 145 


' Exorbitant burden 
From the two tabulations summarized above, it can be 
seen that the Hartke-Burke Bill, if in force during the 
. year used as an example, would have added $27-6 million 
to the parent company's tax bill, while bringing no com- 
. pensating reduction in taxes paid by the foreign affiliates. 
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With this PN payment, the tax rate on foreign 


earnings would have risen (including both foreign and 
federal taxes) to 79 per cent. Similarly exorbitant rates 
presumably apply to other multi-national companies. 

The Union Carbide study also makes a strong case for 
America's present tax arrangements on the ground that 
exports (and, therefore, domestic jobs and earnings) are 
powerfully aided. by foreign operations. 

The three charts on the previous page indicate that, whether 
one examines the 20-year record of a typical product group 
of exports to the UK or to all markets where the company 
has affiliates, or the record of all types of product sold 
abroad, there is a strong correlation between export sales 
and foreign manufacture. As with other kinds of business 
enterprise, the advantages of an international rather than 
local approach stand out very clearly - and must be pre- 
sumed to benefit, directly or indirectly, all sectors of the 
economy. 


Wellcome Foundation' S Regional - 


Basis 


HIS week 'Finance and Commerce! provides some relief 

from the accounts of 'quoted' companies and offers a 
look at the accounts of The Wellcome Foundation Ltd. The 
sole shareholder of the Foundation is the Wellcome 'T'rust which 
is a registered charity applying its finances to supporting central 
"^ research. 
Mr A. A. Gray, in his first statement since becoming 
- chairman of the Foundation a year ago, had to comment on a 

- difficult year ‘due to the significant and rapid inflation’ through- 
|. out the world with the resultant escalation of costs bearing 
particularly harshly on organizations such as the Foundation 
‘which are ‘strongly research-based and in consequence have 
high overheads’. The obvious remedy of increasing product 
prices, Mr Gray commented, was not always practicable. The 
feasibility of cutting back overheads by streamlining the 
. organization was constantly under review and to an extent 
. Wellcome was fortunate in having good products and the talent 
' and facilities to sell them. 

Manufacture-and sale of medical and veterinary pharmaceu- 
tical preparations, biological products, fine chemicals, house- 
hold, industrial and: animal nutrition products, equipment for 
hospitals and other pharmaceutical engineering. products are 
the group’s business. Operating companies include Burroughs 
Wellcome; Cooper, McDougall & Robertson; Calmic and 
Macdonald & T aylor. There are few areas overseas that 


'. Wellcome does not reach. 


b Geographical areas 


Basic reorganization of the group decided upon late in I97I 
"was the adoption of a geographical organization instead of one 
based on companies or product groups. This decision began to 
be put into effect on January Ist, 1972. In operating terms, 
world markets have been divided into four geographical regions 
headed by four regional directors who are members of the 
parent board. Within each region, constituent companies are 


. brought together under centralized operating control, although 


individual brand names are retained. Already there is indication 
that significant improvements in efficiency are being realized. 

The chairman states that a corollary to this regional organiza- 
tion has been the strengthening of the group planning and 
monitoring functions. À corporate planning department has 
been created and central marketing staffs of the various com- 
panies combined. The importance of marketing is recognized 
by the separate representation at board level. 

For reasons of historical development the organizational- 
changes fell more heavily on the UK companies than they did 
elsewhere, but total sales by UK companies rose 15 per cent, 
with medical sales-up 22 per cent. The European region market 
saw, with. 25 per cent, the largest increase in sales. Of the near 
£113 million group sales total, £35-32 million was by the UK 
and Ireland region companies, £13 million by the European 
region, £41:8g million by the American region and {22°75 
million by African, Asian and Australian region companies. 
Ten-year sales figures under these regional headings are pro- 
vided in the report. In 1962-63 total sales were 31:75 million ~ 
a figure well below the 1971—72 UK and Ireland sales alone. 


Discipline 

The cost of maintaining the research base of the group is 
shown plainly in the profit and loss account. But group pre- 
tax profit at a record {11,714,000 rose 29:2 per cent against a` 
17 per cent rise in sales, and that was the first time for a number 
of years that the percentage rise in profits had been higher than 
the percentage rise in sales. 

It is pointed out that little, if any, of the rise in sales was due 
to price inflation because 'it is virtually impossible for a com- 
pany operating in the medical field to increase its prices without 
Government agreement’. The same is true of the veterinary 
field in many countries. Nor were there any new products 
launched last year making a significant contribution to sales. 
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Growth, i 
financial | discipline developed without the ‘benefit’ of . the ~ 


urging of outsidé agents in the guise of public or ‘institutional ments that. 
ers, the see market investment analysts, RIE ‘ratios | 


sharehol 


Es wh else X "i r 
not bei 
being able to nurse new developments quietly and also.to be 


` occasio 
greater 
the Wellcome Group, and clearly that discipline was strong 
enough | meet the situations that ee in me and 197i. 
R and.D | 3 " 
Discipline has been applied to group research and development. - 
All development activities in d USA have been incorporated 
into R and D and their close co-ordination with the cónsolidated 
activities ‘in the UK ‘has been a major step in the global 
integrati n of the development function’. The Medical Depart- 
ment in the US has been incorporated with R and D and 'steps 
have been taken to place the planning and control of R and D 
activities on a more formal and effective basis’. 
The | gest problem enone research, = development 
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THE qu FOUNDATION LIMITED. ` 


REPORT OF THE AUDITORS 


TO THE MEMBERS uc 


in our opthfon’ based on our examination and on the Fibra of other firms which. have 
aud|ted the accounts of certain subsidiaries the accounts and notes set out on pages [185 
to 188], toget ther with details of shareholdings in subsidiaries and unquoted investments 
set out oni pages [... to ...], comply with the Companies Acts 1948 and 1967 and, so 
far as concerns members of the company, give a true and fair view of che state of affairs 
at 2nd Septémber, 1972 of the company and of the group,Jand 9r the profit-of che group 


for they nded on that date, | 
Touche & Co . i Ta l i DEI en 
Chartored/Accountarits E j 


3XiLondon Wall Buildings 
, London EC2M SPH 


"13th ae 1972 
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THE WELLCOME FOUNDATION. LIMITED 
AND SUBSIDIARIES 


'SALIEI IT POINTS ON CONSOLIDATED ACCOUNTS. 


^ 














- eo d tr ` This year Last yéar 
| - £'000 — '- £'000 
1 Employ ent of Capital:— ' PD 
Fixed Asse "Los 47,466 — 41,896 
interest in sabildlactes not consolidated E — 356 
"Unquoted investments-Astochited Companies 1,888 1,497 
` Net Cu t Assets d 26,188 18,523 
Uo 75542. 62272 
pos 14 d j 2 
2 Stocks 25477 22707. 
^3. Sales to Outside Customers |. " 112,964 — 795,574 
4 Consolidated Profit before Taxation 11,714 9,063, 
, i’ n 
5 Consol io Nat Profit attributable to ie Ne 
| The Wellcome Foundation Limited 6,077 4,408 
" | 6' Distributions to the shareholders: <> * 
Payments undar of Covenant . 2,000 1,600 
Proposed Dividend payable : 500 


Mum t a - 





~- 


. Undistributed Surplus for the year 


, attributable to outside shareholders 


-Appropriations:— Hee | 





earnings was therefore a matter of usi etie ad continues ‘to F the growing aud diens deu of drug 


registration authorities throughout the world. Mr Gray com- 
‘the detailed information, of questionable scientific or 
medical value, required on old-established as well as ‘relatively 


new ‘drugs absorbs substantial - -expenditure of scientific and ` 


a ‘quoted’ organization — benefits in the shape of these problems, broad research programmes and more specific - 


.projects have been pursued with enthusiasm and determination, 


ICON of course, TON are’ benefits to. be gained from rnedical resources to the detriment of innovatory work. Despite 
| 


y wrong., But there. is at the same time a much but under modern conditions, it is self deception to apec a 
eed for self discipline within an organization such as : continuous flow of major new products’. 


Innovation and, discovery, however, are acknowledged to, 
be the-life-blood of the business and Wellcome ‘will continue 
to invest as much in R and D as it can prudently-afford’. 


Financing of a non-quoted business of this size has its 


‘problems, particularly during a period of inflation and of major 


expansion. Switching of some short-term finance into ‘longer-, 
term borrowing entailed the raising of a 20 million US Euro- 
dollar loan in the year under review. The central bank overdraft 


was reduced and deposits created agairist early loan redemptions. 


But the point is made that although £3,552,000 was oe. 
back intó the business out of net profits of £6,412,000, total ; 


debt increased by £1,259,000 to £37,188,000. The chairman _ 


emphasizes the importance he places on retention of adequate 


. ; ' 
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| THE WELLCOME FOUNDATION LIMITED 
AND SUBSIDIARIES "E 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


for the financial year need 2nd September 1972 


The figures in- brackets represent deductions. 


This year 
£'000 £000 
112,964 


|, 23,846 
E7071 
374 
s 49 
at 1 ol i 


Last year - , 
£'000 £000 , 
96,574 
18,925 | 


co 


Sales to Outside Customers GNE 
Consolidated Profit on Trading- 





Héseapch and Development 

Interest payable [noce 6] 

Interest on Short-tarm ee 

od A A et Cel 

udit an 

[Parent Somes ny Rts 00 000] fast ) year [£12,000].] 

Net Loss on Exc 

Exceptional Exchan and [Losses ] 

Income from unquoted investments— 

Associated Companies [note9]  ' , 152 
1 à " x D 


o NI i i pt2,2] 


" rd 








Ganelidéted Profit before Taxation 
Taxation [noga 7] ` 


11,714 
[5,302] 








Consolidated Profit after Taxatlon ~. 6,412 — 


Proportion of Net Profits of Subsidiaries 


Discount and issue expenses of 8} ^ dE. 
Bonds 1978-87. : 
Exceptional costs in connection with relocation 
of U.S.A. subsidbary, after crediting tax rellef 





i å‘ prey 


Consolidated Net Profit attributable 
to The Wallcome Foundation Limited  , 


Parent Company 

Staff Welfare Fund: 

Supplementary Pensions - 

Payments to the Wellcome Trust under 
Deeds of Covenant 

Dividend 1972 proposed — gross 


de 
BE 
5257, Seca 
3552 


[2,000 
[500 


2 


[2,250] 
. 2,158 
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Of the.abova Consolidated Net Profit attributable to The Wellcome Foundation Limited ` 


of £6,077,000, £3,053,000 has bean dealt with in the accounts of the Parent Company. 
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funds i in the business and their’ efficient and. CS use, and 
"considers ‘it would-be foolish to believe that increasing sales 
and profits in any way lessen the need for the most coe 
economy in the running of a ie aaa S 


i + 


Grange Trust 


trust company's report and accounts, but The Grange Trust — 


with a closer look at the portfolio make-up this year. The biggest 
. 30 holdings are listed — or at least the names of the companies 


' the cd 20 as in the previous year's report. 
V f the holdings has a market value of over £100,000, or 
' did so at the accounting date of November 3oth. ‘The combined 


, 145 from 167 in the previous year, and from 309 five years ago: 
Of the portfolio, 29 per cent at the accounting date was repre- 
sented by direct investments in overseas companies, including 


"with both fact and prophecy, 'the prospects for the cürrent 
year seem brighter than at home’. ` 

The Grange Trust is London-based but the Scottish influence 
is. strong. Mr Gerald Bradley, c.a., ig chairman, with Mr C. 
, Alan McLintock, c.a. on the board, ‘he being a Partner i in 


tae 
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“THE WELLCOME FOUNDATION LIMITED 
"AND SUBSIDIARIES 


^ 


| CONSOLIDATED BALANCE SHEET 


as on 2nd September 1972 | 
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The figures in brackets represent deductions 
K CAPITAL EMPLOYED 






































- This year i . Last year 
£000 — £*000 £'000 — £'000 
; Share Capital ; 
» The Wellcome Foundation Limited 30,000 30,000 
Reserves [note 8] C0 1372 6,993 
zu i l 
43,721 36,993 
; , Interésts of Outside Shareholders In E 
;, ^  Subsidiaries P 137 ' 130 
Loan Capital [note 6] ! 29,387 23,49 . 
' Tax equalisation account [note 7] 2,297 1,700 
TOTAL CAPITAL EMPLOYED 75,542 62,272 
' fi 
EMPLOYMENT OF CAPITAL - £000 — £'000 £'000  £'000 
Pixed Assets 7 47,466 41,896 
k interest in Subsidiaries not consolidated — 356 
‘Unquoted Investments-— p ] 
. Associated Companies [note $1. — a 1,888 1,497 
Current Assets f yl 
Stocks [note 10] 25,177. 2207 
Debtors - :220 21,857 . 
' Short-term Deposits and Money at Cali 2,105 | 1,056 
i , Balances at bankers and. cash In hand 2 "163 `, 2,608 
= | B 52,665 - 48,238 
Current Liabilities and Provisions 
Bank overdrafts and loans [2571 12,480 
. , Creditors and accrued Ilabilicies [15,327 14,377 
l Wellcome Pension Fund . 1 ) 59]: , i 
| c Seaff Welfare Fund bs] ! B 
^ . ' Taxation . 24353 [2,261 ] 
: ' Dividend proposed—gross [500] [500] 
: ! ; [26,477 15 
. Surplus of Net Current Assets l 26,188 vo . l 18,523 , 
~i X hi - + 
. : 75,542 62,272 





A A Gray Chairman - l pus i 
i D obinson Director T é : 


t - om 


. -are listed rather than the extent of the investments — ostead o of | 


' 22 per cent in North America where, as the chairman puts it. 


T is difficult to make a major presentation ós an investment : 


| ta trust with an £11:25 million portfolio — provides sbareholders : 


f 


market value at that date was 44,651,901, equivalent to some - 
4377 per cent of the valuation of all investments at that date. ` 
3 The number of individual investments has been reduced to. 


- a i 
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T Horno McLintock & Co,; who act as | secretaries to the. 
company. 


3 


McCorquodale on the Watch 


FTER going through. a period of rationalization, 


a 


|» February 8th, 1973. 


E 


McCorquodale & Co, the printers, are on the watch for new 
developments. Profits last year showed the worth of the re- 


shaping of the organization and reached {1,613,000 pre-tax 
on turnover of {20°39 million, compared with the previous 


year’s {1,185,000 on turnover of {19:11 million. Earnings per 


share were lifted from 20-3p to 25-7p and in fact have been more 


than doubled since 1968: 


McCorquodale’s 1972 accounts have been ‘changed to comply 


with the proposals of the accountancy profession’ and extra- 


ordinary items of £213,000 have been 


- loss account and 1971 figures adjusted to show them on a same 


r 


TN This year _ Last year 
I £'000 — £000 '£'000. - £'000 
Share Capital i ' : 
Authorised and issued-— 1 
30,000, 000 shares of £1 each fully paid 30,000 . 30,000 
, Reserves [note 8] 8,770 e 5t 5,42 
1 38,770 ^ — 35242. 
Loan Capital [note 6] E 14,685 ' 6,342 
Tax equalisation account [note 7] 1,200« 1,200 
TOTAL CAPITAL EMPLOYED 54,655 42,784 
EMPLOYMENT OF CAPITAL £’000 — £’000 £000 _ -£°000 
Fixed Assets [see]: ) ' 16275 12,681 
Interests In Subsidiartes p. ^ 
Shares at valuation [note 411] 7,000 7,000 
. Advances ots 17,509 14,492 
' 24,509 121,492 
Current Assets ; 
Stocks [note 10] 6,518 5,685 
Debtors 7,221 5,624, ' 
Amounts due from Subsidiaries 5,812 6,320 
Short-term Deposics and Money at Call 181 . 36 
Balances at bankers and cash in hand. 2,343 56 
| i 22,075 17,721 
* Current Liabilities and Provisions T rgo m 
Bank overdraft and loans fs ; IA 
Creditors and accrued Ilabilitles 5,638 5,604 
Amounts dus to Subsidiaries | -L - [198 
Wellcome Pension. Fund e Ki 133 
Staff Welfare Fund . . H5 28 
Taxation 2 " : 2 
Dividend proposed—q4ross. í [500] { 
| s . [8.204] [9,110] 
Surplus of Nat Current Assets 0, 13871 8,011 — 
j (1 ^ 54,655 _ 42,784 


basis. Earnings per. share are stated before extraordinary items, 


Ae 


- Zt 


en into the: profit and | 


although equity earnings after taking those items into account . 
increased from £636,000 to £1,152,000. In 1971 extraordinary . 


items were a debit of £98,000. 
There is a strong liquidity position in the company and the 
directors have been looking for 'opportunities for long-térm 


investments in specialist activities within the printing orbit". 


The board is ‘determined that the return on any new investment 


should be substantially greater. than that commonly: earned in. 


the general printing field’. 

Meanwhile, profit ‘plans indicate prowd over the next three 
years provided an overall improvement in the economy.is 
maintained. | TE 
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THE WELLCOME FOUNDATION LIMITED 


BALANCE SHEET AS ON 2nd SEPTEMBER 1972 


A 
~The figures In brackets represent üecuciions 


M 


CAPITAL EMPLOYED 









































A A Gray Chairman | 
Dudiey Robinson Director 
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in London, and at'such other places’ as NE . 


END. D “This: complete refereice work, ` ‘now available,, 
circumstances warrant. 2l 
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interi Examinations’ may be arranged s at; = ot other professional advisers in à single loose- 


t 


"` contains all the material needed by the lawyer i od 


Municipal and Similar r Colleges. pi ee pu ST. B: " leaf. volume. and it will be kept up to date by 5 


Hos - “additional “or replacement pages issued.. at 
- regular intervals inroughout the year: l 
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“follows: (1) a concise introduction to the 
: : étrücture- of the tàx; (2) the relevant parts: of 
E Finance Act..1972. and .schedules, -all 
tally” ‘annotated ; - (3) comprehensive: extracts. 





| sections -of other Acts which, in the opinion | 


o E due per EET a . of the principal Act; (4). Statutory Instruments, 
oo | han TUM i a ace E F * with full annotations taking particular account ` 
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F You’ve never bad anything; you. never miss db Su] » * of Customis and Excise Notices; (5) a com-. 
But Vile 've known a reasonable standard. of. living imaginé |  pleté set of the Customs and Excise Notices ori. 
“the hortor of reduced circumstances. > we 2 x "MAT; (6) a. complete set of the VAT Tribunals 
We hel people who have. practically ‘nothing `= c eiéept t E "Notices; (7) decided. casos; .(8) relevant - 
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The. ‘contents 4 ‘are ‘divided into eight Parts, as 


us from: other. related. legislation, -i.e., all those | 


“understand | . | | of the-Editors, will assist in the interpretation A 


i memori of happier times in a happier age: ::.. 7, :-European material. ` EE Wr 
Many of your Clients will uriderstand:and will cymathise wh " a ur quee dios ur x tu m C S 
what are. trying to do. Many: of them, if- you. suggest it, ; B - E ee 

might li e to remember us in their Wills i or with a Covenant; ` i 1. "  denüary 1973: - £10 net. Postage 5b5p.. 
After what greater gift can’ there be^ ‘than’ giving. another. poe eS ingluding service, for ue whole: cu 1973* 
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o A s 04$. 785 CACOOUNTANT. 00s 070 0 6 pmi 
A S y yox fue T A A A a EC MM deu d e EU Mee 2S i 
j sel employed clients! | 
a " Personal Pension Bonds" a 
‘Time Asien Society announce an incréase Time ‘Assurance Sódety rates have always been . 
` in bonus on their Personal Pension Bonds, ` considered good by those who know about personal | 
g o- ÀS a result of the latest actuarial valuation; the pensions; this latest bonus increase improves them 
x "vesting | bonus i is increased from £1 9/ per annum to still further and of course it also increases the tax free 
4 £2% per annum of the basic pension.’ This means that ^ cash sum available at retirement. 
. in projecting the estimated total pension at pension ; | .For example a man aged 40 next birthday pay- 
^ , age we can now add a total of 59/ to the basic pension ing an annual contribution of £300 can now expect : 
=> + foreach year up to pension age (interim bonus.of 3%- a starting pension at age 65 of £3,008 per annum (an 
© , 75. — «.perannum plus vesting bonus of 2% per annum). The ^ increase of £340 per annum) or he could take a tax- 
' , 2% + interim’bonus also continues to be added after the: `, free cash sum of £6,698 (an extra Bee) and a. pension. 
s pensionhas commenced. | of £2,233 per annum for life. ^ . 
oe - So do your self-employed clients a favour by 
A Amount of pension (to nearest £) for men retiring at 65 giving them a qaotanon for a Time Assurance P ension 
paying a premium of £100 a.year from different ages of Bond. 
on AOINA Vrtno Bonet ar c2. eau S You'll be doing yourself a favour. TR our 
2s | MER eee ERR commission rates are realistic and take account ofthe 7 
d 3 uas [memi]. umen cost of your service. | 
LU. es adinon to pra diea a Send thé coupon below for complete agency 
HN details and a full set of rates for men and women at 
: ` all ages. ` i 
z a Pee 
| | TO: TIME ASSURANCE SOCIETY 
gie 56 Moorgate, London, EC2. Tel. 01-628 7646/7." 
EE: Manchester Office : 12A Piccadilly, Manchester 1. 
: Telephone: 061-624 7299,061-624 9955. - 
l Scottish Office: 6 York Place Edinburgh 1. Tel: 031-556 3895 
2 Please register me/us es Agent(s) of Tíme Assurance Society, 
= | and send a supply of Pension Bond literature. : 


PRES If you select aga 66 as your retirement age then the figere shown in colima 3 bs 
a 7 the pension which will commeace os your 65th birthday. Columns 4 and 5 show 
' the effect of bokus additions after your pension has commenced. The figures in 


the final 2 columns show the tex-free lump som and revised commencing pension 
at present rates, if you choose to comnis part of your normal pension for cash. 
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A Di ci rency catan. to investment dob. a deer isa. 
factor combination calculated to: make for indecision on a, 
wider froht than the.City. But doubt on am interna ational basis” 
may provide some kind of a consolation that the United King- | 
d is no | alone i in facing économic. problems... ` n 
ive United States deficit, the French arid Gétmán : 
I. problems arid. the. complications . of the Italian 
- situation point to a development. of one ‘of those international : 
crisés of confidence where the strongest economy jis the one 
that is not quite as weak as all the others. That hardly fakes. 
a confident investment background: . . i 
- After s ch a fall as the London equity market has experi-. 
enced, a reflex-action rally might have been expected, but the ' 
general - interrational "uncertainty reflected in: three. hectic. 
foreign ex hangé market weeks has kept. even speculative money `, 
out of equities. Nu 
One tae abee firm, after along debate i in ‘its -: 
monthly i vestment letter on the subject of.the economy and” 
: Government. policy, „makes à few suggestions for those who: 
mare on [buying ‘shares but winds up. with a final sentence: 
Otherwise you can get Jo per cent om BORD mone im 
perhaps the best bargain of the lot. .: + te. dr m 


we Uhat is is here much money goes how. MO i i p 
ID Take-over Panel's statement on inisider dealings is, 

ardly | to be accepted gleefully by those who are, so to. 
speak, onlt the fringe of the inside. But definition of an. ‘insider’. 
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i8 going td be a problem for the authorities.if they follow. the- of: tax provides that status now -and also -provides building .. 
Panel's adyice and make insider. dealings a criminal offence,: ; society’ borrowers. with relatively cheap’ mortgages. The: EEC 
. .. This ig likely to be the point on which the Government is/ Commission; Mr Griggs: notes, dislikes specialized financial . 
P^ going to |prevaricate: The Take-over Panel suggests making ` institutions. Tf building societies were to lose their Po 
| insider .déaling a crime partly because neither the Panel nor. .:status,: mortgage rates, Mr Griggs considers, would approach 
| the St Hu can obtairi all ne information they ned, “10 p cent and the intake of funds would suffer. x aS 
- | 4H " l . m | | "A inda i uu o, n J z Mr Nc . E " ^ PUE p C 
db ccu © 2) RATESAND PRICES 05705 0s oc 
EU S. | E : "EE , Closing prices; Tuesday, February 6 Oth, 1973 _ Er Bora FOU se E 
| s ` Us 4 | p i l i : LAC 
Bank of England Minimum Lending Rate — - keb: and, 1973. Ls ~- Finance House Base Rate - : February 18t, 1973. eu 
“eee A. 1i m "S. ds E n l "Retail Price Index (16. Y 62+100) 1704, 12.12.72 (from 169 3) 
pst o | l Treasury Bills - 
Dec. Ice Ad 7 14909 . - Jan. 5 fi M : 8-278 E uh : Tax Reserve Certificates: (3. I. 72) Personal. 33, . 
Dec. 8 te an H 474a95. " Jan.12 . . mo T S » (Company certificates no ia on offer). . 
Dec. 15 p... : rd Jan. 19... . £8:'1950 ge We SN / Ses nU T on See 
|^ Dec. be vs si 47 Jan. 26- — ... HEB. a ome uu 2s “Foreign Exchanges |. p p Wee s l 
. : Bes $n 1 ls 2.7 i 2 £8" IO k New York : oo. mx3841. Frankfurt .6., > aet. 785175 °- 
| ERE: US 0.72. ,7Montreal- s. "S => .2:3868 aran ER dig ^ 138450 ` 
prm aeg C421 0. ini, Amsterdam as 0 ..7 -775675 o 520 0 85375 
Aa Money Ratés - Coto! uf. s De Brussels... 221 104043 Paris ' 5s -11:9500 
..—-8$-8196 ^: “Bank Bills A La PLI 7 Copenhagen’. . e 01672725 Zürich © .. — .. :8:5366 
.. 81-9 9$ .  . ia months t nee 84-9196 5.0 Oe 7: 8 : s ET 
'a- E E weg ^ 3months  .. SD d Sí ME Ure SAU DEUM Gilt-edged Se ennt s E. 
EEG . 01mm £.: 79-9: Consoli gd” s Ls. gy. Treamury 9% r : osi 
Ke 8i-10176 e esM 6.months ' OUS 91—91' o . Consols $95. LN S at ^ Treasury Bi% 4-86 ^e 98 | 
7 609711 MH 7 0.27 ee Conversion 34% 2... e 3 Treasury 8196 87-90 ... gok 
VES oc o As Conversion st% 1974 iu] 963 Treamury 64% 1978.) 93 
v : cum see eque 5575 Funding 3176 99704 - -. 43 Treasury 34% 77-89 .- 75%- 
ES ` Three Months Rates tus cu. 7 s. 0 Funding y ee oe. 834 Treasury 34% 79-81 ..: 74k ^ -. 
authority deposits; | .. SU gf “ro so 0022777 Funding 5 2-84 ^, .. Sof - Treasury 5%:86-89 .. vi i 
1 -authori rity bonds. - -, .. ^. 1.. 188- d * > ' Funding s4% .87-91  ....7a&- Treasury 54% o8—1a .. 58ixd 
terling deposit certificates. v. 9$-108 .  . -Funding 6%- 1993 .. 728} `- Treasury 24% ~. .. «26i 
: its — SaL aN ir rui Funding 64% s D T -. Victory 496 +. 4 98) | 
uro-dollar deposits ~<. 7... +... 6E — 7h. | Serine 3% 65-75 - bof `, War Loan 34% s 36b 
eum ion ~ 4 n e l a, aks : x nt x e. ps n "A joe i ee *. É ` . , i . 
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"fally to ‘vestigate. such. dealings? Were the ds to be given 
"full investigating. powers, insider dealings, it is considered, 
would ‘be more readily-detected..It is also thought that the. 
knowledge, that the’ ‘police hdd the powers, would in itself'reduce- 
‘such dealings, The leyel, it is maintained, is in m event not. 
nearly’ as high. as itis made out tobe. - | 
E * : SÉ o * s x = 
HE Es face of money institutions is now a E | 
voiced theme. Mr David Rockefeller, the American banker, 


* 


‘récently. forecast an acceleration. of the. international grouping; 
E of banks which has been a feature of the banking scene for some 


years now.: The. gathering and supply , of large-scale funds : 
‘ona global basis, he considers, will lead to the development of ` 
' hew forms of-multinational, barik ‘consortia and other specialized 
‘finance groups. His view is that there will be ‘many’ more 
bilateral -and multilateral veriturés as an integral part ‘of the 
: world-wide bank environment in. the yéars ahead’. New. in- 
dustrial devélopment projects are now assuming a size, and are 
now. involving so many. different companies and nationalities, 


* 
oe 


- that the-financé’ uen hast to ae css on. a multinational - B 


Meca as. well. `. 
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E S a for new identity also goes on in T building’ ' 
‘society movement where The Building Societies Association's 





Secretiry- Gétieral, Mr ‘Norman Griggs, put it as his personal 


view that building societies could bein. danger of Josing their 
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“státus -as specialized financial institutions..'lhe composite rate .. . 
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VAT Ahomalies | i 


Sm, — The other day I sent the office messenger out to buy a 
copy of the Encyclopedia of Value Added Tax, price {10 net (zero- 
rated. supply) from Sweet & Maxwell's in Chancery Lane, to 
save me 55p in postage (exempt supply). The blurb about this 
book reads “This complete reference work . . contains all the 
material needed by the lawyer . 
need a lawyer! 

The January Newsletter of the English Institute contains a 


statement entitled ‘Value Added Tax — Notes for the guidance - 


of accountants i in professional practice.’ My trouble is that I have 
a ‘one-off’ long-term assignment running well into 1980. We 
have so arranged the work that most of the fee will have accrued 
due at, March 31st, 1973, but will be billed over the next seven 
years. I am relieved to learn that we will be able to issue these 
invoices without the addition of VAT. The alternative we have 
been actively pursuing is the zero-rated aspect. ^. ^ 

The major part of this one-off assignment will consist of a high 
cost manual of instruction and information in 365 weekly parts, 
rather like Supercook, currently being advertised on 1 television. 


ACCOUNTANT,’ 


” And, boy, am.I going to, 


us " 


It will cost the client bons Án 50, 000, and he will pay on in- > 


voiced deliveries. In this way we expect to recover each year all 
the input VAT we have paid on ‘supplies’. 

On second thoughts, I don’t think we are bothered about the 
January Newsletter. In fact, it would pay us to reduce all thé 
audit fees to nominal amounts, and charge the clients for zero: 
rated audit manuals! © 

Next week we must turn our attention to the fleet of motor- 
cars we operate, because as ‘taxable persons’ the input VAT, we 
are told, will be disallowed on new motor-cars acquired for use 
in the business. Really! We cannot have that. The disallowance’, 
however, does not extend to new cars acquired for resale 
— h'm., | 

Yours faithfully, 


Noreen Middlesex. D. x TRIGWELL. | 


[The Newsletter supplement on VAT Brabus special to the 


accountant in practice is being sent only to practising members 
of the English Institute. Non-practising members may, however; 
obtain copies free on request from the Institute's Publications 
Department. — EDITOR. | 
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UM relations played a. very 
important part in the accountancy 
profession, according to Sir Maynard 
Jenour, chairman of the Aberthaw and 
Bristol Channel Portland Cement Co 
Ltd. Prat osing the toast of The Insti- 
tute of à 


South Wales and Monmouthshire Society 
of Chartered Accountants, he ‘said: that 
things had changed considerably since 
the old days. 

Human 
increasing significance in the professioris; 
includingiaccountancy ; professional quali- 
fications and letters after-one's name did 


not make it any less important to get on. 


with other people. In accountancy, there 
was. more direct déaling with the public 
these: days, with the result that sound 
human relationships were vital if their 
pe was to succeed. 


Prospects for youth 


Sir Maynard said that, with the aid of 
university grants, more people and 
younger: eople were today going. into 
their profession. He referred to Mr D. S. 
Morpeth, T.D., B.COM., F.C.A., President 
of the Institute, as the youngest man to 
hold the position for the past 40 years; 
he thought that this was a good thing 
and. pide to a flourishing society, for 
it was excellent. incentive for the 
eee ds an poing into the profession 
today. xs i 
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i 
' 
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hartered Accountants in Eng- - 
land and Wales at last week's dinner of the ` 


relations, he said, were of A 


Human Relations 'Vital in Accountancy' 


South Wales and Monmouthshire Dinner . 


He added his own personal thanks to 
his accountants, and was confident that 
the South Wales and Monmouthshire 
Society would go from strength to 


strength. He was more than delighted to 


propose the toast of the Institute. 


Responding to the toast; Mr Morpeth 
said that the last 50,000 years could be 
divided into about 800 lifetimes of 60 
years. Of these 800, about 650 were 
spent in caves; only.in the last four had 
we:been able to measure time with real 
precision, we had only used the electric 
motor in the last two and most of the 
material goods now enjoyed in daily 
life had been developed in the present 
lifetime. 


‘Such changes’, the President declared, 
‘produce tremendous strains on society. 
Cherished institutions and values which 
have stood the test of time are being 
questioned and discarded often without 
new ideas or values to replace them. We 
face failing moral values, lack of faith in 
authority, a cynicism, and a doubt as to 
the future. ' 


"Systems of communication have de- 
veloped to such an.extent that we-know 
almost instantly what is happening almost 
anywhere in the world. Our actions may 
have to tàke into account the result. of 


' such events. 


‘Managements and governments have 
to be much more sophisticated. in their 
approach. They need more and better 


"RE 
|. 
T rr on which to base decisions, 


the effect.of which can have much vide: 
repercussions than in any previous age 


Professional responsibility 


‘How does this affect the accounting 
profession? First, we must continue to. 
learn, change and adapt our techniques 
to enable us to provide the services which 
our clients and the public need and expect. 
Secondly, I believe that the professions 
must continue to stand firm on our values - 
—those values which together make up. 
the hallmark of a profession; the quali- 


‘ties of high technical standards, integrity 


and objectivity. 

‘In the face of our entry into EEC 
with its many languages and efforts: at 
harmonization of accounting standards, 
professional qualifications, the changing 


company and tax laws in the UK, we . ` 


have a lot to learn. A considerable 
strain is being put on. the profession 
today resulting from the many changes 
in the law and the greatly increased 
demands for our services. If we continue 
to earn the high regard of the public 


.by meeting the problems, there is a' 


period of considerable growth ahead.’ 

In the course of his toast to the 
guests, Mr K. B. Jefferies, F.C.A., Presi- 
dent of the Society, thanked Mr Morpeth 
for the dignity and charm with which he 
had. delivered his address. Sir Charles 
Hallinan, a orte Lord Mayor of Cardiff 


responded. 
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Be Co- operative — Not Revolutionary - 


“Comments at Leicester Students’ Dinner 


IE need for the profession to re- - 


think and adapt to the changing scene 


tional facilities ud accept that training 


. must be improved, even if this means 


- was strongly urged by Mr Michael 


' Lickiss, B.Sc.(ECON.),’F.C.A., a member of 
the’ Council of The Institute of Char- 
_ tered Accountants in England and Wales; 


= speaking at the annual dinner of The 
.. Leicestershire . 


and Northamptonshire 
Chartered’ Accountants Students’ So- 
ciety at Leicester on Duo of last 
week, 


. ^ . Mr Lickiss, who was proposing. the 


toast of the Society; said that ‘logic can 
lead one to believe that that which has 
been good enough will be good enough. 
But is the shape of the profession, is the 


. „of the profession and, are the services 


+n 


. offered by the profession, good enough? - 


And if they are, are we ensuring that 


d ES they "will continue to be so? We, the 


members of Council, you the members 


Pd ^ of the ' Institute, and you the students, 
^ ' must be constantly and continually aware 
- of the SDAnpIE business Beate, : 


-- Adaptability to. change = 


It was essential at all times, said Mr 
.- Lickiss, to have a flexibility. of mind, 


change and the preparedness to acknow- 
ledge change and take necessary up- 
; dating action. ^. — ' 


‘For, these reasons it was necessary to 
change ‘entry standards, 
standards, 


. tials underlying their profession. As 
. students, they were student members ‘of 
a professional body, not a. prade union, 
‘he declared. | 

. Members were proud to lus to the 
: "Institute of Chartered Accountants, but, 
asked. Mr Lickiss, would they be proud 
in ro and 15 years’ time? This would 


^: depend entirely upon what the profession 


“was prepared to do for its students- of 
. 'today and the members of tomorrow and 


what the students and newly-qualified 


.men were prepared to give to. the 
Xonio 

‘My key phrase fs evening’, said Mr 
' Lickiss, ` ‘iS co-operation and consulta- 
tion — not confrontation. Members of the 


-. profession must now rethink.and adapt 
>, tothe changing scene, give better-educa- 


— - 


-image of the profession, is the standing , 


‘adaptability of attitude, an awareness of - 


some firms no longer taking students’. 


Planned training | 
lraining should be planned and not 


take the form of casual or accidental 


experience. “The Institute will set more 
meaningful exams which will test the 
ability to think and apply, rather than, 


‘memory. The Institute. will- provide a 
structure: of continuing education after 


initial qualification. Students must have 
a professional bearing and “image - be 


constructively questioning, not destruc-: 


tively revolutionary. . 
. Mr Lickiss referred to two letters under 


. ‘Roundabout’ in The Accountant of January 


25th. T'hefirst, hesaid, showed enthusiasm, 


energy and a preparedness to get involved. 


The second, he said, criticized without ac- 
knowledging the very changes which had 
and were taking place. It also drew 
attention in the last paragraph to many 
articled clerks “who earned pa than 5oop 


per. week’. 


Did students really want. minimum 
salaries.laid down nationally? Did they 
not feel that market forces, personal effort, 


: preparedness to take responsibility and 


" the. like should: influence’ salary? He 


educational - 
examination approach, atti-. 
_ tudes to post-qualified education, but 
. they must not lose sight of the essen-: 


. records — could change the face. of the’ 


declared that. student service for three 
or four years was an investment for the 


.future. It was more important to the 


student that he be properly trained and 
well educated during ro per cent of. his 


working life so that he could get maxi- . 
mum rewards and satisfaction from the 
remaining 9o per cent. $ 


Three important factors — VAT ind its 
impact on the tax structure, European ` 
changes in the auditing scene and com- 
puters and their impact on incomplete 


profession, especially in the provinces. : 
Mr Lickiss welcomed student parti- 

cipation at nàtional and district level to 

ensure that there was a spirit of co- 


- operation and evolution, not confrontat- 


tion and revolution.’ 


Minority rule . | "g 

He said he welcomed the opportunity to 
propose the toast of the Society because | 
they were so active, ably led: by Mr 
Christopher’ T. ‘Chater, F.C.A., their 


‘President, Mr J. McGibbon, the Chair- 


man, and Miss Stella M. 
Secretary. He urged them to go. ahead and 
-expand their activities, 


great silent majority, added Mr Lickiss, 
worried him. because it pesce the 
noisy minority to rule! . 
Responding, Miss Stella Yates, the. 
Society's 'Secretary, said she certainly . 
agreed with what had: been. said about 


co-operation and communication between . 


articled clerks and principals. Af students 
had any problems. or difficulties they 
should tell their principals about them. 

They would do neither themselves nor 
their firm any good by keeping problems - 
to themselves. This was why progress in 


education and training had been so pain- 


_ fully slow in the past. 

. Too many people, both articled clerks - 
and principals, had’ accepted . the status 
quo without, questioning it. She did ‘not 
believe that principals were unapproach- 


able ogres. That. was not to say they ` 


: should go storming into their principals 


. office accusing him of being an. old reac- 


tionary and demanding an immediate £10 
a week pay rise. 


ACASS trying to sink the boat 
Student unrest at the moment was not 
only trying to rock the boat but 


.ACASS seemed to be making a deter- 


Yates, the 


kindle enthu- - 
 siasm, kick out apathy and contribute to. 
the future of their great profession. The - 


‘mined effort to sink it and none of them. ` 


wanted that, as they would be the first 


- ones to be chucked overboard, she said. 
,They should get away from ‘us and . 


them'. Most articled clerks seemed to take 
an enormous step to the right as soomas 
they qualified. The onus was on younger 
members of the profession not to be 
selfish and not to perpetuate the features 


of the system that ney themselves dis-- 


agreed with. 

Mr M. Callaway, committee piene 
of the Society, who proposed the toast of , 
the guests, said perhaps their most active 
district society sub-committee had been 
.the education sub-committee and together 
with the Society's representatives and: 
Leicester Polytechnic an integrated study | 


' course for four-year: articled. clerks had 


been planned. 
As yet no details had been finalized 
or approved, but the exercise in itself 


had produced close co-operation between: 


students, lecturers and principals — co- 


- 
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We exaggerate, of course. But it does illustrate our point that one 
doesn't have to go to extremes in the quest for industrial or 
commercial property. Not when it's so easy to contact an organisation 
which has specialised in such property for nearly 120 years. 

Maybe we have just the site, or the building, you're looking for. 


And much nearer home. 


EDWARD RUSHTON SON & KENYON 


Industrial Estate Agents and Auctioneers 
Kings Court, Exchange Street, Manchester M23AX 
2 Duncan Terrace, City Road, London N1 8BZ. 
Tel: 01-278 6951. 





Á capital sum of 
£2,229 will produce 
fees of £750 a year 


for 5 years starting in 


I0 years time. 
Saving; £1,521. 
| 


SCHOOL FEES INSURANCE AGENCY LTD. 
10 Queen St. Maidenhead, Berks. (0628) 22323 or 31010 (24 hours] 
Incorporated Life Assurance Brokers 


For people with capital, 
our Trustee Scheme for 
school fees offers numer- 
ous advantages. 

Capital is released from 
estate. duty liability in- 
stantly. T'ermly payments 
are free of income tax, 
surtax and capital gains 
tax. Under this Scheme 
(open to parents, grand- 
parents and others) fees 
can be taken care of well 
in advance. 

Full details on request. 








FRENCH? GERMAN? 
SPANISH? ITALIAN? 


In 24. hours of 
home study with PI. L.L L. 


Yesl Thanks to the near miracle of 


essential structures and a vocabulary 
of some 700 worda or more - sufficient 


` toenable you to communicate clearly 


and confidently, 

METHOD PROVED 

The Armed Services, the ead Divisions 
of big companies, progressive 


schools, as well as tens ipd thousands of 
holiday makers, have all had the same 
good resnlts by using P.LL.L. for people 
who couldn't have said ''yes" or no” In 
a foreign language before. 

NO SPECIAL “GIFT” NEEDED 

You don't ne any special ability for 
learning a language the P.LI.L. way. 

You can üchidva conversational fluency 
quickly and easily no matter what 

difficulty you may have had before. 





YOUR OWN PERSONAL COURSE 

Your own self instruction language 
course to do in your own time, where 
you want, when you want - your choice: 
12” L.P.s, 3} ips tapes, or compact cas- 
settes. We recommend cassettes as the 


most convenient, and can supply an 
excellent cassette player if required. 


Knowledge of another language is now essential - 


why not learn by the easiest and quickest method? 


To: World of Learning Lid, 359 Upper Richmond Road West, 


East Sheen, London SW14 8QN. Telephone 01-878 4314 
Please send me full details of the revolutionary P.LL.L. iiL Study) method. 


| { shall be under no obligation to buy. 


NAM 
(Block letters please} 
ADDRESS 
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operation | ought a ee through bu m 


. tion and understanding. 


Not’ entirely. unconnected with d 


subject, the committee and Society -had. 
found ecdnomic pressure too great. for. 
- them and membership’ subscriptions had - 


been rais to' £3. However, this was 
still, he; said, the lowest rate in the. 
' eountry.|| ^" 


The Provost of Leicester, the Very Rev. 
John C. | ughes, who responded for the 


trs delivered his speech with a humour | 


W Can. m iy at student ‘society dinners. 


| 
| STUD NT REPRESENTATION ` 
ON ICA COMMITTEES . 


ONE way of ensuring that students' views 
and opinibns are heard at the Institute is 
for student representation on, in parti- 
cular, the- Institute's; Education and 
Articled Clerks « committees. The Educa- 
tion and Training Committee considered 


at its last, meeting six names submitted. 


by' the pru. „of _ACASS, ‘Peter 
. Pennin ‘Legh, and while i could -fòt 
accept, that all of these'came within the 
intention bf the Council that those invited 
-to serve should be students, the following 


were' selected: David Clapham. to’ the ` 


Education Committee and Dayid Steeds 
to the Articled Clerks Committee, ` 

Both are members of the Executive of 
.ACASS. 'David. Steeds was co-opted in 
is a member of its Conditions 







- ASSOCIATION’ S OXFORD... 
RESIDENTIAL SCHOOL - 


Tue principal speaker: at this ‘year’s 


residential school for students. of The -. 


Association of Certified Accountants will 
be Mr J. P. 
Thornton! Baker & Co, of Leicester, who 
will 
the multinational company.’ 


The school, which will again be held ` 


vat New College, Oxford, opens on Thurs- 
day, Apri I2th, and continues until the 


afternoon of Sunday, April.rsth. The. 


„pro e will deal with the full range 


of subjects of the Association’ $ examina- 


tions and |will be divided into-two párts: 
. the first) mprising lectures by senior 
accoüntants, and the second taking the 
form of}participation sessions in which: 
ill deal with practical problems. 
Students are asked to bring the school: ' 
tion of their firms and’ to 







r effort to’ attend. “The fee is 
£20 i t may be obtainable from. 
students} Industrial Training Boards) and - 
applicati to attend should ‘be: sent. 
without lay to the Association’s offices, 
22 Bedfo 


‘Square, London WC1B 4HS. 
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et Board. David Clapham ` 


member of the Executive since 


Hardman, r.c.A., a.partner in ` 


on ‘Internal tax planning and 
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Comente at Portsmouth 
Society's S- Dinner - 


"HE do do et ther Pore bt 
atid District Chartered. Accountants 


: Students" Society .in maintaining in- 
‘terest among: students was stressed by 


Miss , Paulette Cox, Chairman of ‘the 
Society, at its annual. dinner held i in the 
informal atmosphere . of `a ' Southsea 
nightspot, ‘Nero’s’, last Friday. Despite 


some misgivings, ‘the speeches were clearly” . 
heard against. the background . of. pop 


music from the adjoining discothéque, 
while psychedelic lighting: vied with the 
candles on E tables. . "LAM 


j Local aride 


: Miss Cox, who was Ade to the 
toast of .The Institute of ` Chartered 
. Accountants in England and: Wales 
coupled with that ‘of the Society, , referred 
to: a suggestion’ that: the Portsmouth, -~ 


Southampton and Bournemouth branches 
should merge: She firmly dismissed. the 


' idea by stating that ‘it would result in 


Portsmouth sinking into obscurity’. She 
admitted that.considerable benefits could 
arise through a closér liaison between the 
three societies, but Portsmouth rnust first 


try to improve and. extend the range ` 


of activities. 


- It would help; said Miss Cox, if mem-.- 
bers. were, more forthcoming in putting 


forward ideas to.the committee. > ` 
Proposing the toast, Mr A. W. Garrett, 


‘Editor of, The News, ` Portsmouth, dis- 


cussed the. role of the local newspaper 
in the community and traced the links 


of his group of ' newspapers with Ports- : 


mouth and the Navy since 1799. Hequoted 


from ' stories the papers had covered. 


from the Battle 9r ee onwards, 


-The Society’ s rolé Aa MS 


“Mr Keith Mitchell, A.C.A., Of the: Löndon 
Sċhool of Accountancy, in the course of- 
responding to the.toast of the guests, said ; 


that in -his-opinion there were two main 


functions of a stüdents' society. One was ` 


éducation, and .the. other to provide 
opportunities for social meetings, ‘dinners, 
' dances and. so on.: 


Asc far ` as the: Social role: a "thé: 


Society was concerned, he thought that 
the’ dinner and. dances were excellent 


- jdéàs, and. if possible should be carried .' 
. further, In particular, he ‘questioned why - 
` accountancy students were the only ud 


"who did not hold a rag week: | |. 
‘Mr Mitchell congratulated: the Society 


on DN excellent ras of acu 
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bui the ee of piaite vent” 
attendances remained. Despite. Miss 
‘Paulette: Cox's comments. He suggested 


'that the- committee might like to think 


about working more closely with the 


Southampton and Bournemouth: Soci- ..' 
. eties — at least in the’ preparation of their" 
lecture programme. ny 

"The President of the Society, Mr B. - ^ 


Parsons, F.C.A., who proposed the toast 
of the guests, said that problems facing.“ 


' studentė today were very similar to those | 
. he had faced a.few years, earlier. He": 
. ` emphasized the importance of study and  . 


examinations, adding that once, students 


obtained . their qualifications, the world 


and thé future was theirs, 


- FUTURE OF LONDON CASS 
Relations between CASSL and the Lon- 
don and District Society of Chartered 


Accountants are;included in the report of, 
the LDS -Forward Planning W forking 


. Party under the chairmanship-of Mr Brian 
. Basden, M.A., F.C.A. The report’s specific 
recommendations i in this field are (i) that 
the LDS should extend its programme to o 


take account of the needs of articled clerks - 


for brodder. education ; (11) that mutual 
LDS/CASSL representation at committee .; ^ 


: level should be.encouraged; and (iii) that, ` 
so long as principals are required to pay : 


their students’ subscriptions, authority to 
approve changes in rates of CASSL sub- _ 
scriptions should rest with ` the LDS = 
rather than the Institute. _ 


The first of -these Sant de | 


is based on the finding that.attendances 
at CASSL courses have been falling, and - 


‘that it is doubtful whether CASSL ‘has ` 


either the resources or the desire to - 


arrange a comprehensive programme of, 
educational activities which are not 
. specifically examination-orientated. The 


further point is. made that CASSL’s 
acute shortage of income in recent years 


has been aggravated by the present . 


‘cumbersome. procedure at all levels for 


. approving any increase in subscriptions; ' 
. vesting of this authority in the LDS is 
seen as potentially. strengthening the-chain 


of responsibility. - / 
Copies of the full. text.of the report — 


which: forms the subject of-a, leading :. 


article ‘in this issue — are available free | 


` 
, 
‘43 


A of charge from the Secrétary of LDS, 56 >- 
"= Goswell - Road, . London ` ECM: TAY 


Eon 4518). 


or 
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ICA TRAINING ASSISTANCE 


In our’ report of the Southampton 
CASS annual dinner (‘Roundabout’, 


January 25th) we referred to comments Ț 


made by Mr Brian Banks, of the Insti- 
tute secretariat, on Institute assistance 
in student training. | 

. Mr Banks would like to make it clear 
that the Institute now wished to offer 


. aid to principals in the training of their 


articled clerks. It was intended to make 


' available to firms, especially those with- 
` out specialist training departments, ex- 


pertise from both within and outside the 
profession. | 
He foresees the possibility that princi- 
pals wishing to ‘train students might in 
future be required first. to attend a 
course similar in content to the ‘How to 
train’ forums held in London last year. 


NORTHERN SOCIETY’S THREE- 
; DAY COURSE 


Over roo members of the Northern CASS 


attended an intense three-day course 
conducted by tutors from Caer Rhun 
Hall at Newcastle upon Tyne from 
January 18th to zoth. Resulting from 
the excellent response, the Society’s 
committee propose to expand the course 
next year. . 

Designed to elucidate some of the 
more difficult aspects of the Institute's 
exams, subjects covered for Final Part II 
students were consolidated accounts and 
management accounting, and for Final 
Part I students, executorship and estate 
duty, and company law. Lectures for 
Intermediate students dealt with in- 


complete records and company accounts. 


New Year Dance 


"The Society's New Year ‘Melting Pot’ 


took place on January 19th at the North- 
ern Rugby Football Club. Attended by 
about 200 members and guests, dancing 
was to the Dave Raven disco from BBC 
Radio Newcastle. In the words of the 


Society's secretary, John Stanger-Leathes, 


‘the event was a great evening’s enter- 
tainment — we made no profit, but no 
loss’. ' 


COST PLANNING AT 
SOUTHAMPTON COURSE 


THE Southampton CASS recently held a 
two-day residential course at Connaught 
Hall, Southampton University. Entitled 
‘Cost planning and control and costing for 
decisions', the course was organized and 
presented by Mr Keith Mitchell, a.c.a., 
and Mr Ron Walk, both from the London 
School of Accountancy. 

.'Cost planning and control' was dealt 
with on the Friday and 'Decision costing' 
on the Saturday. Each day a lecture on 
costing theory was followed by a series of 
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illustrations relating theory to practical : 


problems. In the final session of, each day 


students were given a problem and - 


divided into three syndicates in order to 
develop an answer. 


On Friday evening, the three-syndicate, 


leaders presented their reports on the 
problem, which involved departmental 
operating systems, and all three proved 
to be of an extremely high standard, 
giving the course organizers great diffi- 


culty in selecting the best answer. The’ 


problem set on Saturday was also 
extremely well answered and all the 
course members were surprised to learn 
that they had dealt with a question from 
the Certificate in Management Informa- 
tion examination! 

The tuition was not all one-way, as 
both course lecturers were given very 
expert coaching in snooker, and bar 
billiards in between lectures! 


LETTER TO ROUNDABOUT 
Role of ACASS 


Sm, — As a member of one of the smaller 
students’ societies, perhaps I can express 
the attitude which exists in the provinces 
towards ACASS. 

There is without doubt a need for an 
executive body, be it ACASS or anyone 
else, to act on behalf of all articled clerks 
in presenting a united front to the Institute. 
This is particularly important at the present 
time when so many changes are taking place 
in the education system, and the final policy 


on the future ofeducation andtraininginthe , 


profession could not, I believe, be formu- 
lated sensibly without the Institute taking 
into account the views of the younger 
members of the profession. ' 


-— 


x 
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I am sure that the Council have no desire 
to disregard the ideas and opinions of the 
up-and-coming generation of members, but 
I am not sure that ACASS are presenting 
the right front to the Institute or are 
truly representing the views of the majority 
of our members. 

Is it necessary for ACASS to involve 
itself in so many aspects of the account- 
ancy profession? Are we not running tbe 
risk of not being able to see the wood for 
the trees? Can the efforts of ACASS not 
be concentrated solely on conditions of 
employment and education and training of 
articled clerks? After all, we can worry 
about specialization, the accountant in 


‘Europe, taxation and the like when we are 
qualified and are probably better equipped - 


to do so. 
` What ACASS needs to succeed is a policy 
and an approach which is acceptable to 
the majority of its members. At the 
moment many of us have reservations 
about being associated with some of the 
revolutionary — in fact, I would say destruc- 
tive — pieces which appear in the account- 
ancy press regularly. ` 
For our own sakes we in the smaller 
societies want to support ACASS. We have 
neither the people nor the funds to 


spread beyond our own immediate areas, - 


but we cannot support wholeheartedly 
ACASS's methods. Can we please, at the 
next ACASS Council, appraise the whole 
situation sensibly, think about concentrat- 
ing our efforts on the things that matter 
to articled clerks, and approach the Insti- 
tute with our ideas in a manner which is 


acceptable both to them and to our own | 


rank and file? 


Yours faithfully, 
STELLA YATES, 


| _ Secretary, 
LEICESTERSHIRE AND NORTHAMPTON CASS. 


MANCHESTER FOOTBALL LEAGUE 
The following are the League positions at February 3rd of the Manchester Accountants: 


Football League. The-League was formed three seasons ago by the Manchester CASS. 


Division One — . 
Binder/Whinney 
Price Waterhouse 
G. H. Murray 
Peats/Fuller 
Thornton Baker 
Boardman/ Jolliffe 
Cooper Brothers 
Mann Judd 
Division Two 
Burne/Bedell 

C. -Connelly 
Bowman Dawse - 
Thomson McLintock 
T. 5. Dynamo 
Rathburn Royce 
Singletons 


P WDL WD LEF A Pts 
IO0 5 O O 2:3 0 4% I2 17 
8 2 x x 2. r ri 537 21- to 
IO 2 2 I 2 Or 035 30° 47 T0 
8201 “2 1 2 34 28 9g 
9 2 I 2 2 0 2 27 38 g 
Q9 I I 3 r2 I 26 29 7 
IO 2 I 2 I0 4 25 409 7 
Io I I 3 104 24 45 5 
9 4 1 Oo 4 O O 44 15 17 
ó. 2- X X 3 I I 45 16 12 
8 4 0 1 2 0 I 33 16 12 
7 10 2 2 I I 14 I8 7 
92073 1023 23 43 6 
4-7 d: c2 I0 3 Ir 26 4 
9 00 4 o O 5 II 47 o 


Draw for the quarter finals of the knock-out cup (to be played on February 18th); 


Bedell & Blair v. G. H Murray 
Peats/Fuller v. Price Waterhouse | 


C. Connelly v. Boardmans 
Carter Chaloner & Kearns v. T. S. Dynamo 


(Todd Silvery & Co) 


f 


ree 8 


. Huston, J. S., 
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PART ü 


Poe, im M. Belfast 
uff, J. A. ,'Helfast 


Du W. B. Derry . 
Fitzpatrick, E. O., Dublin 
Gorman, P.,| Dublin (and Place) 


Hunt, J., Bel t (zst Place and The 
Ulster Society Diamond Jubilee 


€) 
Hutchinson, C. D., Dublin 
Kenny, K.J. j Cork 


Moore, N. F Dublin 

Q' Hogan, ID) F. Dublin (3rd Place) 

Orme, J I., Templepatrick, Co. 
Antrim i i 

Saville, H. 7.) Dublin 

Smyth, J. -» Belfast 


Warner, 5, i , Dublin 


6 zdndidutel Jailed to .satisfy the 


examiners, of whom 3 were referred in 
one paper. 


‘OLD’ PART Ill 


Barrett, T Dublin 

‘Behan, -Pi Lifford, Co. Panegal 
Byrne, B. ie Sligo 

' Cashell, J. E A FTN 

Coury A 

Coyle, J. P.; 

Cunningh pepe a Dublin 


Doyle, P. D. Dublin 


‘Dwyer, M. ; Thurles, Co. Tipperary l 


Horlacher, K. J., Dublin | 


Coleraine, Co. 
Londonde : 


Kenn , Dublin 
ilro. 5$ ai DLE 
ast 


pug x NM ublin 


Lyons, R. I, ‘Dublin 

McConnell t . E., Dublin: 
McLaughlin B. J., Ballymena, Co. 
Meilen i, F., Belfast . 

Mitchell, Aj A Limerick 


Neary, D. P. | Sligo 
O'Neill, B. L., Ballymena, Co. 






Antrim | 
O'Neill, J. P., Dublin 
O'Shea, P.,'Kildimo, Co. Limerick 
Ruddock, G.|A., Belfast 
Rushe, J. F}, (Dublin 
Ryan, J. P., Dublin . 
Stokes, C!) S., Newcastle, Co. 
Wicklow! 
Sweeney, Strokestówn, Co 
Rosco , 
Talini,P.J.{ Dublin > - . 
Thompson, JE. J., Belfast 
Yik, N., Dub 
Yue, S. Y.; Huet 


49 candida, failed to pu 
examiners, whom 5 were Ies 
in one paper 


: . Byrne, T. l 
Campbell, J. A., Coleraine, Co. . 


+ 


i Logan, M. O., Belfast o 
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Successful Candidates at the Winter 1972 Session ' 


PART IV 
Ameriynck, L. P., Dublin. . . 
Bagnall, S. B., Dublin 
Bajuri, S., Belfas 
Bastow, W. R., Dublin 
Boyd, D. S., Belfast 
Boyle, P. J., Be 
Brophy, R. A., Dablin. (3rd Place 
Burgess, C. J., Dublin 
Byrne, P. J. 
; Dublin , : 


Londonderry 
mapper, | T. M., Belfast 
Carey Wexford 
Care o Mir A., Dublin 
Caulfield, T'., Dublin 
Ceitinn, Š, S., Dublin 
Clarke, P.J., Dublin - 
Conlon, M. P Dublin 


Craig, M. M Drogheda, Co. ‘Louth . 
Cryan, T. G. Sligo 

Deacon; A. H., Dublin 

Deasy, M. jio Dublin 

Dixon, M. A, Dublin. 


Doyle, 
Dwan, B. E., "Dublin 


Fennessy, E., Dublin 
Fitzmaurice, D. , Bray, Co. Wicklow | - 


Gilbride, M. P. " Dublin 


Gillanders, W. dh. m Co. 


Mon aghan 
Glynn, D. ri Dublin 
a 


Geen. C. ls Dubii 
Hackett, T. D., Dublin 
lin 


Hayden, B. D., Dublin 
Heffernan, J. G Dublin 
Henderson, A. B., Dublin 


Hilliard, J. B., Dublin 
- Holt, B. J., Belfast 
Horan, M. J., Dublin 


Howard, M. J., Dublin 
Hughes, C., „Dublin og 
Hughes, J. B., Dublin 35 
Hughes, T., Dublin 


_ “Kavanagh, P. G., Dublin 


Keane, P., Dubli 
Kelly, R. F Dublin: 


La , P. F., Dublin 


. Kilkenn 
Ledvidge, C. J., Dublin’ : 3 


Lynch, F. V., Dublin : 
Lynch, P. M., Dublin 
Lynch, R., Dublin 


McAlister, A. E. F., Cushendall, Co. 


Dublin ex. ig 


an, s A., Thomastown, "Co. 


: 
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" McCormack, P., Dublin 
. , McDaid, B., Dublin 


McDermot, E. , Dublin i. 


^ MacRory, J. B. A., Letterkenny, 


Co. Donegal. 


' Madden, y G., Dublin 
.Madigan, B 


us "Dublin 
Mahon, M. A , Lisburn, Co. Antrim 


Mehigan, D. F., Dublin 
Millar, J. M., Belfast (2nd Place) 


i Moloney, j " M., Cork 


Donard, l Co. 


* 0$ Murphy; P.J., ‘Dublin 
j A, Dun Laoghaire, Co. 


urray, 

Dublin' 
; Nolan, K. T., Dublin 
‘O’ Byrne, P. D. , Dublin 


' O'Connell, M J., Dun Laoghaire, 


. B., Helen’s Bay, Co. 7 


^ Palcic, M.J., Dublin . 


Co. Dublin 
O'Connor, D. C., Dublin 
O'Dwyer, A., Dublin 


: O'Hanlon, J. R., Dublin 


Olorunda, A. A., Belfast 
O'Malley, P. G. "Dublin 


O'Neill, wee . Dublin (1st place and 


he Ulster Society Diamond Jubilee 
O'Neill, D: J., Dublin. 
O'Kelly, T. R., Cork 
O'Leary, 'T. P., Cork 


Quinlan, D. M., Dublin | 


Z. Quinn, P. W., Dublin 
i Lowe E M. À., Tbe Co. 


Antri 
: Ryan, L. MN ‘Dublin — 
. Scally, D. A. 


Dublin ' 
Scott, ` P. ., Jordanstown, Co. 


Antrim 
Scott, D. N., Dublin , 
Scriven, T. P., Cork 
Shaw, W. H ; Bangor, Co. Down 


; Sheehan, N. C., 


Sheridan J.L. ‘Dublin 


E . Shriver, B. B 


c Soden, P. esters Point, Co. Sligo 


epee D. 


Somers, B.E.C.,Dublin . 
ughley, M. F. {Dublin 
,C. B. Dublin 
, Dublin 
Stewart, P. J., Belfast 
Synnott, S. D.; Dublin 


* Tham, K. C., Belfast 


Threadeold, C. Far ae 
Tuite, K. J., 


AA Twomey; P. JT. J.. Dublin 


— 


Antrim 
MD W. H., Lisburn, Co. 


Mean; P.C., Dublin 


Walsh, P. M., Dublin. 


vy Watterson, A. G.; Newtownabbey, 


Co. Antrim `- 
Williams, R. F., Dublin 
Wilson, À. K., Belfast _ 
Wright, R. A., Belfast ` 
Yahya, N., Belfast. " 
14? candidates ailed to satisfy ‘the 
examiners, of w I2: were referred 


in one paper. , 
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PARTV . 
ison, B, E., Cork (rst Place and 
The Harold F. Bell Prize) 


Barton, I.; Belfast . 


Beck, D.L. Dublin 

"P L. Dublin 

, M. T., Dublin 
Brophy’ D., Dublin 
Burna, R. B. , Belfast Ie 
Butler, D. A., Dublin . 
Byrne, J. H., Dublin 


' Carroll, E. R., Dublin 


Cavanagh,.F., Dublin 
Cherry, I., Dublin 
Chestnutt,, R. E, a 


gf 
Clifford, M. A., Dublin 
hlan K. M., Dublin 
Collins, J. K., Dublin 
Co d, W. J., 


Coyle, P. a , Dublin 

Daly, G. E., Dublin- - 
Dillon, J. A. Dublin . 
Dobbin, S. D., Belfast . 
Duffy, B. P., Dublin  . 
Fanagan, W.'T.,Dublin: -© ` 
y Ps ‘Co. 


Lurgan, Co. 


Fitzpatrick, S. P., 
Wicklow t 
Gallaugher, J. D., Belfast ^ ` 
T: D., Dro eda, Co. Louth 
Gavigan; J F. , Dublin. 


Gleeson, P., Dublin. 
Glynn, M. À., EPUM 
Graham, D. B., Dublin: - 


Harper, C: D., Newtownabbey, Co. 
: Heaney, P. S., Newtownabbey, Co 


Antrim 
Hickey, J. B., Dublin 
Hoffer, A. R., Dublin 


joan) K. W., Dublin 
ublin 


Jones, J..P:, 


Kelly, J. S., Dublin 
Kelly, R.. J., Dublin 
Kennedy, T. R., Dublin (Grd Place) 
S La Belfast 


"T. B., Cork 
k, Í. R., Leixlip, Co. Kildare 


Lea, B. G., Dublin , 
Leheny, K., Dublin 
Loughnane, J., Dublin 
Lucas, T., ubli 


pine M. J., Dublin 


Lynn, K. P. , Dublin 


' McAteer, F., Derry t. 
' McCarthy, T. Jy Dou las: Co. Cork 


i EIDEM, . F., 
Co. Antrim 
McDaid; J., D 


arrickfergus, 


McDermot, E. J., Castlerea, Co. 


Roscommon 


MacManus, B. M., Dublin ` 
Monaghan, M. P., Dublin 


' Mooney, A. A., Dublin es 
vibill, 


Mul D. M., Dublin (2nd Place) 
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February 8th, 1973 |`. 
| ; 7 
Marsden, G. H., Department of the Environment 
(London) | 


Marshall, R. J., Wandsworth 
Mason, G. H., Manchester 
Merriman, I. F. , Birmingham 
Mur M: , Rochdale 
Mwango, C. N.s Ndola (Zambia) 


Newell, R. K. M. , Liverpool 
Newitt, K. A., Kensington and Chelsea _ 
Nowell, C. B. ; Huddersfield 


Parker, B., Islington 

Parker, R. ' Connah's Quay UDC 
Parkin, J. D. , Brighouse 

Peacock, B. Ro, Lincolnshire (Holland) CC 
Pearson, D. Bi, , Chipping Norton RDC 
Pearson, J: R., Leicestershire CC 

Peat, D.A., Manchester 

Phillips, N., Port Talbot 

Piper, T. L. J., Sussex (West) CC 
Price, A. C. W., Worcestershire CC 
Purser, S. J. K., Exeter 


Rafferty, J. F., Coventry 

Redgwick, M. A., Yorks (West Riding) CC 
Reid, S. A., Devon CC 

Rose, B. L., Bedford 

Russell, C. 'S. | Kent CC 

Rutt, K. Ja Doncaster 


Sale, L. J. H, Cae London Council 
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Shaw, T., Wath upon Dearne UDC 
Shuttleworth, D. J., Worcestershire CC 
Simcox, G., Sandbach UDC 

Stanford, R. J., Fareham UDC 

Steele, A. : Kensington and Chelsea 
Stroud, D., Reading . 


Teagle, S. J., Portishead UDC 

Thompson, H. J. (Mrs), Kent CC 
Townsend, M. G., Portsmouth 
Dodd B. , Worsley UDC 

Treanor, K, J., Bridgwater 

Tustin, P., Bolton 


Vallance, R., Blackburn 


Wainwright, R., Stockport 

Warne, R. F. B., Torbay 

Watkins, P: J; Caerphilly- -UDC 
Watkins, S. R. 'À., Norwich 

Watkinson, C. J. (Miss), Hounslow 
Watson, M.H , Hammersmith 

Weeks, R. V., Bristol 

West, A. D., Rotherham 

Whitehead, S. N., Greater London Council 
Whittaker, M. I., Chipping Norton RDC 
Wickson, P. E., Rother 

Williamson, J. P. G., Denbighshire CC 
Winterbourn, I. P., Farnham UDC 
Wright, P. R., Brighton 

Wright, R. A., Kingston upon Hull 


FINAL PART 2 EXAMINATION 


The following candidates have completed the 
Final examination: 


Anis, D. J., City of London 
Anderson, S. A., Sale 
Awcock, P. E. Ri; Oxfordshire CC 


Pa I W, Redbridge 
„F. ‘Buckinghamshire CC 
Ball "GR. Lewishasa 
Barker, E A, ‘York 
Barker, L., Manchester 
Barnes, K. N, dide (West) CC 
Belford, J F., Department of the Environment 


Baayen , Mid-Glamorgan Water Board 

Betts, J. AL, , Gwent Water Board 

Blacker, D. Ti Lichfield 

Booth, P. F.j Fleetwood 

epstow RDC 

Brewer, K. W., South Eastern Regional Hospital 
Board Scotland) 


Bridle, K. W., Department of the Environment 
(Beverley 

Brooke, I. G.; Greenock 

Brown, M W., Greater London Council 


Burch, L. M. (Miss), Blackpool 
Burke, J., Glasgow 


Cin ae ; Hampshire CC 

A.} Warmley RDC 
oo TE , Buckinghamshire CC 
Charles, R. B., Wellinborough UDC 
Chawla, B. M., Camden 
Clyde, A., Luton 
Coombes, R. P., Somerset CC 
ree ing, J., Mey canto upon Tyne 

ro 

Cummins, R. 3 - Suffolk (West) CC 


Dagger, P. G., Redditch UDC 
Denny, L. R. TIslington 
Dillon, B. P., Lambeth 
Dobson, W. K Wiltshire CC 
Duffy, J. T. , Wolverhampton 
Dunning, A^T., Westminster 


Elliott, A. J., Cardiff 
Evans, D. G., "York i 


Finer, A. (Mra), Haringey 


Forde, H., T., Lambeth 
Foster, A. R., Penzance 


Galbraith, I. G., Northampton Development 
Corporation 

Gardner, C. A. (Mra), Nottingham 

Gaunt, A. W., Wolverhampton 

Goodwin, R. A., Llwchwr DC 

Graham, I. W., Wolverhampton 

Green, C. E., Islington 

Greenacre, A. J., Salisbury 

Greenaway, J. W., Swindon 

SANE S. K. F., Calne and Chippenham 


Grube, V. P., Eastbourne 
Guy, P. L., Bradford 


A K. J., Berkshire CC 
Hardy, C. R , Liverpool 
Harrison, S. H, (Miss), Department of the Environ- 
ment (Stocky ort) 
Hart, J. A., Folkestone 
Hartley, R. S., Highworth RDC 
HEBR C du Merton 
d, J. N. , Wolverhampton 
He dcroft, P., Leek UDC 
Holden, D. E., Richmond upon Thames 
Holman, K. E. Lewisham 
Horner, R., Brighton 
Hudson, J. A. (Mrs), Newham 
Hughes, W. J., Renfrew CC 
Humphreys, A. S. , Kensington and Chelsea 
Hunter, J., Harlow UDC 


Iles, J. M., Cheshire CC 


Jackson, M. P. J., (Mrs), Leicestershire CC 

ning S., Monmouthshire CC 

essop, G. A. , Hampshire CC 

ewell, R. M., Darlington 

ohn, M., Canterbury 

ohnson, A. R., Chertsey UDC 

ohnson, M. J., Department of the -Environment 
(Aylesbury) 

lone iJ]. E., Islington 

ones, T. J., Aberdare UDC 

Joyce, M., Leeda 


Kemei, W. K., Nairobi (Kenya) 
Kibble, M. W., Department of the Havirgament 
(Hertford) 


' Reevea, B. G., Sussex gran CC 





E , 197 


Knott, I. M., Thurrock UDC 
Enox, J. L., Hertfordshire CC 


Lincoln, A. J., Norfolk CC 

Lindsay, T Lanarkshire CC 

Loudon, DL Department of the Eovitoament 
(Sheffield) 


Lwanga, D. M., Kampala (Uganda) 


MacDonald, M., Warrington Development Cor- 
poration 

MacLean, M. W. R. E., Greater London Council 

Marks, A. E., Greater London Council 

Marshall, P. R., Tees-side 

Masters, R. G. "Camden 

Matthews, P. G. , Chelmsford 

Matthews, P. R., ' Cheshire CC 

Maxted, J. dis Gloucester 

McLellan, A. J., G 

Memmott, L., Tp 

Meredith, G. W. Merehyr T ydfil 

Middlehurst, T. F., Rawtenstall 

Morris, A. R., Lusaka (Zambia) 

Muguiyi, J. N., Nairobi (Kenya) 


Nash, S, W., Surrey CC 

Neal, B. J. Scunthorpe 

Nnadi, L. E., Leicester 

Norton, À., Havant and Waterloo UDC 


Parsonage, B., Lancashire CC 

Paterson, jJ: B., Northwick Park Hospital Manage- 
ment Committee 

Peckham, D. C., Tamworth 

Pilgrim, M. G., Kent CC 

Pipe, J. H., Yorks (West Riding) CC 

Pockett, A.W. , Havering 

Poolton, T. Tynemouth 

Preedy, B B. J., Merton 

Prince, D., Berkshire CC 

Pugh, G. A Lancashire CC 

Purkiss, R. C. G., Dorset CC 


Reece, M. J., Kensington and Chelsea 


Roberts, A. E. L., Porthcawl UDC 

eue D. J., Rotherham 

Scott, vn Nottingham and District Hospital 
eee ement Committee 

Smith, G., Huddersfield 

Smith, M. G., Ellesmere Port 

Smith, W. H., Birmingham 

Stockdale, A. J., Barnet 

Summerlin, D. E. T. Department of the Environ- 
ment (Arnos Grove 

Sutton, L., Flaxton RDC 

Swain, R., ; Hertfordshire CC 

Swann, P., Great Yarmouth 

Sypula, 9. M., Solihull 


Taggart, C. C., P goo 
Thornton, C. D., Lancashire CC 
‘Toman, W. F. ,St Ives (Cornwall) 
Turner, H. W., Southwark 
Turvey, A. G., Watford 


Walker, M. G., Hertfordshire CC 

Ward, J. B., Leicester 

Waters, R. G., Flintshire CC 

Wearden, J., Lancashire CC 

West, P. J., Bedfordshire CC 

Wheeler, C. W., Basildon UDC 

Wilson, J. R., Mansfield 

Wilson, R RG. , Bentley with Arksey UDC 

Wing P. F., King’s Lynn 

Woo ouse, D. Oxfordshire CcC 

Wright, P. T., Department of the Environment 
(Bradford) 


The following candidates have passed "Part 2 of the 
Final examination only: 


Murray, I. M., Rochdale 
Towns, N. S., Welsh Hospital Board 
Wilcox, K., Warley 


SUMMARY OF RESULTS 





Intermediate Final — Part I 
No. Per cent No. Per cent 
204 37 159 zii 
344 63 242 o 
548 - 401 








Final — Part a Total 

No, Per cent No. Per cent 
149 42 512 39 
206: 58 792 . 61 
355 1,304 
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In Parliament 


Company Law 
Mr JoeL Barnett asked the Secretary of 
State for Trade and Industry how many 
prosecutions there have been under 
section 27 of the Companies Act 1967 


[notification of directors’ share interests]; 


and if he will list them. 
Sir G. Howz: None. 
Mr Jor” Barnett asked the Secretary 


of State for Trade and Industry how. 


many cases of possible contravention of 
section 27 of the Companies Act 1967 he 


"has investigated; and if he will list them. 


Sir G. Howe: Inquiries concerning a 


` possible breach of section 27 were made 


in 1970, but insufficient evidence to 
warrant proceedings was produced. 
Mr JoeL BanNETT asked the Secretary 


-. of State for Trade and Industry if he 


will consider legislation to strengthen 

section 27 of the Companies Act 1967. 
Sir-G. Howe: Disclosure of directors’ 

interests in their companies is one of a 


number of matters I am considering in 


my review of company legislation. 
Hansard, January 22nd. Written ans- 


wers, col. rr.” 


Inland Revenue Offices: 
Public Access 


Mr ARTHUR DavipsoN asked the Chan- 


 cellor of the Exchequer whether he will 


take steps to ensure that the local offices 
of the Inland Revenue are open at times 
more convenient to the general public. 
Mr Norr: I do not consider that any 
changes in the existing arrangements are 
necessary. In cases of difficulty inter- 
views can be arranged by appointment 


outside the hours when offices are open to 
. the public. 


Hansard, January Written 


answers, col. 66. 


Value Added Tax 
Mr CARTER-JoNES asked the Secretary 


23rd. 


of State for Trade.and Industry if he 
will introduce legislation to prevent mis- 
leading advertisements regarding the 
impact of VAT on sale prices, details of 
which have been supplied by the hon. 
member for Eccles; and if he will make 
a statement. 

Sir G. Howe: The introduction of 
VAT cannot, in any circumstances, 
justify price increases of more than 10 
per cent or the publication of advertise- 
ments which make any such claim. Under 
the Counter-Inflation Bill, the Govern- 
ment are taking special powers to ensure 
that, when VAT replaces purchase tax 
and selective employment tax on April 
ist, 1973, the full benefit of any net 
reduction in tax is passed on to the public, 
and any price increases are no larger than 
is justified by the tax change. | 

‘Hansard, January 26th. Written ans- 
wers, col. 254. ! 


Patents, Trade-marks and 
Copyright 
Mr SKEET asked the Secretary of State 
for ‘Trade and Industry to what extent 
industrial property rights such as patents, 
trade-marks and copyright under English 
law as-it stood in 1972 have been affected 
by Common Market legislation. 

Sir G. Howe: Industrial property 
rights such as patents, trade-marks and 
copyright are preserved by the Rome 
Treaty and will continue to subsist under 
the existing United Kingdom laws sub- 
ject to Common Market rules on competi- 
tion. Article 85 of the Rome Treaty and 
the regulations made thereunder prohibit 
in general agreements and practices 
which distort trade or affect competition. 

A Community patent convention is 
currently being negotiated which will 
provide for a unitary patent running 
throughout the Community. It will re- 


‘also in this country. 


s ^ 


2 _ February 8th, 1973 


-main possible, however, to obtain United 

Kingdom national patents. 
Hansard, January 29th. Written 

answers, col. 287. 


European Economic Community 


Mr ALFRED Morais asked the Secretary 
of State for Trade and Industry what 
steps he is taking to protect United King- 
dom standards of accountancy from any 
adverse effects of entry into the EEC. 

Sir G. Howe: My department is keep- 
ing in close touch with the accountancy 
profession on all matters arising from 
membership of the EEC which concern 
methods and standards of accounting 
practice. 

Mr ALFRED Morris asked the Secretary 
of State for Trade and Industry if he will 
make a statement on his consultations 
with the chairman of the Scottish Institute 
of Accountants [ste] about standards of 
accountancy in the United Kingdom. 

Sir G. Howe: My Department has 
consulted The Institute of Chartered 
Accountants of Scotland on matters 
arising from membership: of the EEC. 
These matters include the qualifications 
of auditors and a proposal for a directive 
on company accounts. 

Hansard, January 26th. Written ans- 
wers, col. 256. 


Double Taxation: Mining 
Companies 


Mr Sxeet asked the Chancellor of the 
Exchequer to what extent the profits of 
United Kingdom mining companies op- 
erating exclusively overseas are liable 
to double taxation; and what it would 
cost the Exchequer if overseas taxes and 
levies were allowed as a set-off against 
United Kingdom tax. 

Mr Nott: These profits are normally 


subject to tax in the countries where the . 


companies' activities are carried on, and 
In the case of 
overseas subsidiaries the liability arises 
on dividends paid to the United Kingdom 
parent. Overseas taxes on income or 
profits are allowable as a credit against 
United Kingdom tax on the overseas in- 
come; royalties and similar levies are 
normally allowable as a deduction in 
computing profits for United Kingdom 
tax purposes. 

Hansard, January 
answers, col. 317. 
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Come SORY ACQUISITION 
(||. OF LAND \ 


The Treasury has made new regulations 
which increase from 9 per cent to 9j 
per cent per annum the rate of interest 


payable oj 
land purchased compulsorily in England, 
Wales and! Scotland on which entry is 
made before the compensation is paid. 
The new: rate came into operation on 
January 30th and will apply in respect of 
that part of the period between entry 
and the payment of compensation which 
falls on or after January 3oth. 


The regulations have been published E 


in the form of statutory instruments — 
the Acquisition of Land (Rate of Interest 
after Entry) Regulations 1973, No. 76 
in respect! f England and Wales, and the 
Acquisitio! 
after Entry (Scotland) Regulations 1973, 
No. 77, iņ respect of Scotland. Copies 
. may be obtained from Her Majesty’s 
Stationery | Office, price 2p each. 


APPOINTM ENTS 


Mr Roger L. Arundale, a.c.a., has 
joined Refüge Securities. as group chief 
accountant, Mr Arundale was previously 


with Aerialite Ltd. 

Mr Briat Bailey, A.C.A., formerly with 
Deloitte & |Co, has been appointed chief 
accountant and secretary of Lowndes- 
Ajax Computer Service, and Mr John 
Floud, A.C.A., formerly with IBM in 
Australia, ' takes over responsibility for 
the compa ys accounting services de- 
partment. | | 


EXAM 
PASSES 


Tex C.A. 


+ 
* 


compensation in respect of - . 


of Land (Rate of Interest. 


THE » 


ACCOUNTANT . 


Mr R. P. Barlow, - ^B.A.(COM.), A.C.A., 
A.T..L, was elected to membership of 
the Northern Stock Exchange on January 
8th, and became an associate member of 
Ashworth Sons & Barratt. 


Mr R. T. Bhatt, A.C.C.A., «ndnssement 
accountant of Leslie McCombie & Co, 
has. been appointed secretary of the 


company, while retaining his former 


position. 


Mr A. J. H. Buckley, LL.B., F.C.A,, 
has been appointed a deputy chairman 
of Slater, Walker. 


Mr A. J. Bosworth, a.c.c.a., has been 


appointed principal budgets assistant 


(capital) in the finance department of 
London Transport. 


Mr Sidney Brown, F.c.c.A., finance and 
planning director of the Bowater-Scott 
Corporation, has been appointed to the 
board of the company. 





Mr:S, Brown 


Mr D. C. Burling - 


Mr D. C. Burling, F.C.4., a partner in 
Turquands Barton Mayhew. & Co, has 
joined the board of Turner & Newall 
as a non-executive director. 

Mr D. F. Dodd, T.D., r.C.4., has been 
appointed chairman of The British 
Rollmakers Corporation. 


Mr B. A. Edisbury, F.c.a., has been 


"appointed financial. director of Carter 


Penguin Group; he retains his present 
position as company secretary. 


Mr W. Jones, F.c.a., has been ap- 
pointed financial controller of the Dan- 
Air Services Group. Mr Jones was pre- 
viously with the Industrial & Commercial 
Finance Corporation as a senior manage- 
ment consultant. i 

Mr David J. Miller, F.c.a., has been 
appointed to the board of Boehringer 
Ingelheim as financial director and retains 
the position of secretary of the company. 


^ | Ow 199 


NEW CHIEF ACCOUNTANT FOR 
^.—. DR BARNARDO'S 


Mr Keith Manley, F.c.a., has been 
appointed chief accountant of Dr 
Barnardo’s with effect from February 
Ist. He will work 
from the Barnardo 
head office at 
.Barkingside, Essex- 
and: will be res- 
ponsible for the 
organization's 
central financial 
and accounting 
administration. 
Aged 41, Mr 
Manley joins 
Dr Barnardo’s from British Steel Con- | 
structions (Birmingham) Ltd, where he 





.has been financial controller for the last 


Six years. . 
Married, with two sons, he was 
educated at Exeter School and qualified 
in 1957 after being articled to the 
London firm of Lewis.Shaw & Co. He 
has previously worked with Shipley, 
Blackburn, Sutton & Co; Associated . 
Television Group, and as deputy group 
chief accountant of Powell Duffryn. 
A member of the Muswell Hill 


- Bridge Club, he plays competitively for 
the 


Middlesex 'B' team. His other 
interests include music, the theatre and 
education. 


SHEFFIELD SOCIETY'S EEC 
CONFERENCE 


À one-day conference on company law 
in the EEC is. to be held: by the 
Sheffeld and District Society of Char- 
tered Accountants at the Cutlers’ Hall, 
Sheffield, on Thursday, February 22nd, 
commencing at-9.30 a.m. The conferénce 
will enable participants to hear authori- 
tative presentations and discussions of 
the important effects of Britain's entry 
on UK company law and accountancy 
practice, and to put questions to leading 
authorities on matters affecting industrial, 
commercial and professional organiza- 
tions. 

The principal speakers will be Mr Clive 
M. Schmitthoff, LL.M., LL.D., Dr.JUR., 
Barrister, Visiting Professor in Inter- 
national Business Law at the City 
"University and the University of Kent, 
and Mr Robert H. Parker, B.SC.(ECON.), 


AN R.R.C. HOME STUDY COURSE QU at the dur apes answer, Backed m 43 years 
of postal tuition experience and over 220,000 all the 
principal Accountancy exams, and also in “Banking, Bi Book-keeping. Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, 


it assures your success in 


, efc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE LONDON SWI19 4DS 


Accredited by the Council for the Accreditation of Correspondence Colleges 





` Ta A., Professor -of Accountancy and . 
. Dean of Faculty of Law, University of . 
< Dundee. (Professor Parker is also direct- 

a “ing and conducting research into financial - At 


; n . - reporting practices in Europe, a project 
v. n : Sauaaien by The Institüte of Chartered. 
z, Accountants in England and Wales.) 
“The course fee is £750, which in- 
cludes lunch, morning coffee and after- ' 
i -noon tea. ‘Students’ Society . members. 
pu i mày attend at a reduced fee of £5*50. 
* C4’ Applications.should be made as early 
S T às possible-to Mr Graham: L. Stuart- 


* 
on 
E 
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i as ACCOUNTANTS IN ENGLAND. 

Dotie a AND WALES 

3 i D H s Technical Advisory Committee 
` The 182nd meeting of the Technical 


, 
» 


E 31st at Chartered Accountants' Hall, 
i (London. There were present: 


sin - Mr J.A. P. Whinney (in the. chair), Messrs: 
^ l N. F. Beecham, K. G. Bishop, G. B. Blackborn, 
iy M. T. R Brookman, B. H., Buckley, 

’ Burgoyne, I. E. H. Davison, C. C. Do 
nue ^N. J. Edwards, A. C. Essex, C. Fox, L. T. 
à Gardner, C. R. P. Goodwin, E: G. Hill, 


. Halmer Hudson, A:- P. Hughes, HL. JH. 
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“ACCOUNT ANT 


ocu SOCIETY. OF 
: CHARTERED ACCOUNTANTS 


the next meeting of the Portsmouth 


Local Member Group of the Southern . 


to. 


Society * of - Chartered Accountants, 
be. held jointly with the Southampton 


"Group at The King’s Head, Wickham, 
‘on February 13th, at 6 for 6.30 p.m., Mr | 


The incite ol Chaitered Accountants; in 


England and Wales. 

Sharp hopes to méet as many.. 
members as ‘possible during the day's 
recesses,.and he will be prepared to 
discuss any matters put to hin. He is also 
willing to stay on after the course to talk ' 
to members and with this in mind 
arrangements ‘have been made so that: 


D. Rich, r.C.A., will speak ón 'Corpora-. , those who are unable to attend the course 


tion tax — income tax, the new schemes’. 
: The annual. general meeting and com- 
munications meeting of the Salisbury 


. Harris, ACA 2 22 Norfolk Row, Sheffield « Local Member Group will be ‘held on 


February 14th, and-at the next meeting 
of the Isle of Wight Local Member 


' THE INSTITUTE OF CHARTERED : Group to be held on Februaty zoth, the 


subject will be ‘The ‘work of the 
. District Valuer’ when the speaker will be 
the District Valuer, Portsmouth (Wheat- 
sheaf Hotel, Newport- 7.30 p.m.) ` 

The annual general meeting of the: 


= ^. Advisory | Committee was held on January ` Dorchester Local Member hu will- 


be held on, icd 22nd. 


"4 


, LONDON DISCUSSION ‘GROUP 
. OF THE SCOTTISH INSTITUTE. : 
“The next meeting of the London Dis- * 


cussion Group of The Institute of ; 


Age 
^ Es ^" Huntington. Whiteley, R. Lovely, W. W. W. | Chartered | Accountants of Scotland to 


w - Martin, K. Mashford, I. D.: Muspratt, D. 
"s d Napper, E. R. Nicholson, R. D. Pearce, e La 
EG ji. Elan J. M.» Pitts, H. G. Se 
a + Sheppard, F. A. Sherring, K. A~ ee 
i .D. H. Slade, N. Smith, K. R. Stanley, ` 
a ^R. W. R. Stocks, G. Thompson, T. I. F. Tod, 
.G; H. Vieler, R. F. Watkins, E. Watts and 
i . P.-C. Westwood, with Mr G. A.. Slator, ' 
i du to the Committee. ` 


"m i 


Membership 


|; The Chairman | so] Mr B. G. 
* Blackborn (London) who "was attending a 
<a 5 x "meeting of the coinmittee for the first 


aT e ł 


time. | 


^" Matters considered Me UN 
* ' Technical matters -considered included: 


o ‘ attended -by invitation.. ' 


, 


` 
~ 


« 


"be held on February 22nd' was due to 
"be. addressed. by - .Mr Victor Feather, 
“general secretary of the TUC, on ‘Trade 
union objectives in the 708.’ It now 
transpires that Mr Feather will be lead- 


ing a TUC delegation ‘to the United . 


States at that. time, and Mr David Lea, 


EM Mr J. P. Grenside and Mr S. P, Wilkins -head of the TUC Economic Dep 
ment, will.take Mr Feather’s place. ' 

^ The meeting will be held at the Little ' 
Ship Club; Bell Wharf Lane, Upper 


Thames Street, ‘London EC4, and will 
commence at 6 p.m. 


t 


SOUTH ESSEX SOCIETY OF: 
CHARTERED ACCOUNTANTS 


P P ` Accounting treatment of value added “A one-day course on "The new systems 


:tax', and the, proposed SSAP ` (ED8) 


» Z v» power of money". 

n ^F uture meetings | 

ud : It. was noted that meetings, ot the com- 

gm, : mittee had: been arranged for ue 
„March ee and May 4186 1973: 
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CHARTERED SURVEYORS 


of corporation tax and personal taxation’ 


; ‘Accounting for changes in the purchasing: is being held on Thursday, March . 1st, 


. by the South Essex Society of Chartered. 
Accountants. ‘The speakers, will be Mr | 
Keith S. Carmichael, F.c.a., F.T.1.1., and 
Mr Leonard A. Hall, F.C.A.,. and the 
course will be chaired by Mr Kenneth J. 

Digi T.D., M.A., F. CA. Vice- President ob. 
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mà .attend a special meeting. at 5.15 
p.m. It is anticipated that this as 


meeting will terminate at about 7 p.m. 


The course fee,i8 £8 (students £6) and . 
further information is available from the 


Secretary of the Society, x South 


Street, Romford, aga Ss 


_ EUROPEAN SEMINAR ON 
|... , *FISCAL LAW 3 


"The School of Fiscal Science, Brussels, ^ 
is holding a two-day seminar on the tax 
laws of members of the EEC in Brussels 
from April sth—7th. 
_ The School is also arranging a course on 
international and comparative n 
particularly concerning the^ EEC, 
Brussels from May 14th-25th. This vil 
include a seriés of lectures on UK 
: taxation by Mr B. J. Sims, solicitor, and 
consultant editor of Simon’ s- Taxes. 
Further details and: application forms 


. regarding both the course and the seminar 
"can be obtained from Ecole Supérieure 
` des Sciences. Fiscales, Boulevard Brand _ 


Whitlock, 30, 1200 Brussels. | | 


INSU RANCE PIN- UP. 


The Department of Employment has’ 
reminded employers that the second . 


“stage of the Employers’ Liability (Come 
., pulsory Insurance) Act. (The Accountant, 


December 16th, 1971) became effective 
‘on January ist. As from “that date, 
employers are required to display for the 
information. of their employees, at. each - 


place of business, a certificate of in- 


surance against the risks prescribed i in the 
Act. 
A guide tò die Act i is available free of _ 


charge from any employment ‘exchange. 


Failure to insure against the statutory 
liabilities is punishable by a fine of up to 
£200 per day; for default in compliance 


with other. provisions of the Act, the . | 


maximum penalty on: summary. conviction. 
is £50. 
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BEFORE AND AFTER.. 
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QUALIFICATION | 


BEFORE... ARTICLED SERVICE AS AN AUDIT ASSISTANT TRAINING FOR A CAREER IN PUBLIC PRACTICE 





AFTER... 


| | PUBLIC PRACTICE 


A |wide career choice of Audit Senior, Tax Senior, 
Investigation Group Senlor, Stock Exchange Speciallst, 
In olvency/Liquidations Specialist, Consultancy Trans- 
fer after one year. Initial Salary £2,500-£2,750. 









IN COMMERCE OR INDUSTRY 


A restricted career choice — Financial Accountant 
Internal Auditor, or (occasionally Management 
Trainee. Management Accountants will need at least 
one/two years’ training. Initial salary £2,300- 
£3,000 p.a. 





| | 
erseas £3,500—£5,000 (50 Countries) Little chance of Overseas Service. 


PROMOTION LADDER - Clearly defined: 
enlor/Senlor £3,000-£3,250. 
Supervisor, £3,250—£3,750. 
Junior Manager, £3,750-£4,500. 
Manager, £4,500—£8,000. 
Junior Salaried Partner, £6,000 
Equity Partner, £8,000-£50,000: 


PROMOTION LADDER - Varles with each firm: 


Chief Accountant Subsidiary? £3,000-£4,000. 


Group Chlef Accountant? (After ten years?) 
Perhaps £5,000—£6,000 p.a. 


Financial Director? (After how long, If ever?) | 
£15,0004-. 


There are already over 30,000 qualified accountants in Industry with perhaps 1,000 Public Companies. 


ere are at least 1,500 Professional Vacancles waiting to be filled by newly qualified accountants. Before you take 
n first commercial job you may be offered, consider the above. You may feel It Is worth a little of your time- 
di 


tive applicant for a commercial/industrlal vacancy when you have at least added some senior service to your pro- 


cussing your next career move with us before making a final decision. You are, In any event, a much more attrac- 


fessional qualification and you can by-pass the Internal Audit Intake. 


me and talk to Leslie Gibson (fifteen years In Public Practice — twelve years in Personnel Consultancy at Director 
level), or George Ormrod, B.A.(Oxon.), a former Industrial Management accountant with over five years’ ex- 


perience In Personnel Consultancy. 








Our advice Is free. A career mistake by you now can be very expensive. 





SSOCIATES Lro 


Accountancy and Executive 
Appointment Consultants 

First Floor, Liverpool House 
15-17 Eldon Street, London EC2 
Telephone 01—638 0434/7 
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Principals with the 
responsibility for training 
newly articled clerks 





should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 





charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 


of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01—248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES. The Luton College of 
Technology and Metropolitan College now offer facili- 
ties for integrated oral and correspondence tuition. 
ONE WEEK ‘PEP’ COURSES - to assist students in 
areas of weakness. 

WEEK-END RESIDENTIAL ‘PUNCH’ COURSES - for 
intensive concentration on particular subjects. 

For details of these, and other linked courses write to :— 
Metropolitan College, St Albans. 


Metropolitan College, St. Albans 





Accredited by the Council for the Accreditation of Correspondence Colleges. Founded 1910 
Member of the Association of British Correspondence Colleges. 


Feast Stand 
London WC2R 1JJ 
Telephone 01-836 0832 
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Professional Ethics - a New Look 


que comprehensive review of its ethical code — an 
essential feature of any body pretending to professional 
status — now being undertaken by The Institute of Chartered 
Accountants in England and Wales is a project of far- 
reaching importance. In a letter published elsewhere in 
this issue, the Vice-President of the Institute, Mr K. J. 
Sharp, T.D., M.A., F.C.A., explains that this reappraisal is 
being undertaken in the light of the expressed objects of the 
Institute as approved by members at last September's 
special meeting (The Accountant, October 5th, 1972) 
and that certain of the fundamental rules which underlie 
the present code have become, in modern terms, of little 
practical application and unworkable. 

It is of particular interest to note that ethical require- 
ments are being considered, in Mr Sharp's words: ‘as they 
affect members in practice, in industry and commerce and 
in other occupations'. It is not practising members alone 
who are custodians of the good name of chartered ac- 
countants, but there is a relative dearth of published 
material relating to the problems of the industrial member — 
and little discernible action on the resolution, passed at a 
business session of members of the Institute which followed 
the 1964 annual meeting, calling upon the Council ‘to 
consider the preparation of a document giving guidance on 
professional ethics for members in commerce and industry’ 
(The Accountant, May 16th, 1964). 

One aspect of the present rules which the Ethics Com- 
mittee may usefully consider is the definition of activities 
which may constitute ‘practice’. Members of the Institute 
who are not otherwise in practice do quite commonly 
undertake small professional assignments on a family or 
social basis, and for many years were not thereby regarded 
as ‘in practice’ provided they did not hold themselves 
out as available to accept professional business from the 
community at large. Under this ruling, the number of 
clients involved and the presence or absence of remunera- 
tion were not in themselves conclusive factors; however, 
more recently, the Institute has announced that any 
member receiving fees for professional work in excess of 
{100 per annum would be regarded for subscription pur- 


poses as being 'in practice'. It would not be surprising to . 
learn that this ruling may have created difficulties and - 
anomalies in its application. As, indeed, we pointed out at 
the time (The Accountant, July 15th, 1971), the figure of o 


{100 would require revision from time to time on account 
of inflation, and the wording of the announcement left it 


open to doubt whether the £100 was to be taken on a cash | 


or an accruals basis. 


The committee is asking for opinions on several matters _ 
which have proved strongly controversial in the past — 
including ‘informative’ advertising, practice with limited — 


liability, and practice in mixed partnerships with members 


of other professions. On the first of these, our own opinion, - 
for what it is worth, is that the rules on personal publicity . 
have been relaxed already as far as is either necessary or - 


desirable; each successive relaxation introduces new loop- 


holes and borderline situations, and we fear that any - 
further steps in this direction would bring unrestricted — 


advertising into view as a distinctly possible development. 
If indeed the committee's view of ‘informative’ advertising 


is directed towards the nature of any particular professional - 


service which is being offered, this is tantamount to 
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m permitting the attachment of additional specialist labels to 
the designation ‘chartered accountant’ — a development 
against which the Council set its face as long ago as 1923. 


Quite apart from traditional attitudes, we remain un- 
convinced that in a profession such as accountancy — where 
a substantial part of most practices consists of recurring 
work — advertising has anything to offer in terms of an 


_ improved service to clients. As we have previously observed, 
. it would be more likely to increase practice expenses all 


round with no commensurate benefit. 
Additionally to the desirable revision of the Institute's 


- code of ethics, some aspects of its enforcement might 


usefully be re-examined. Administration of the investiga- 
tion and disciplinary procedures is a relatively costly 


— business; is there any reason why the Institute should 
. not seek powers (such as are already possessed by several 
- other accountancy bodies overseas) to levy fines or costs 


in appropriate cases, rather than leave the burden to be 


borne by the generality of members? It is possible to 
- conceive of cases in which a fine would be a more appro- 
priate penalty than either reprimand or exclusion. 


There is already power (under by-law 114) for the 
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Council to publish disciplinary findings ‘in such news- 
papers and journals as it shall think desirable’ — the usual 
channels being Accountancy and The Accountant. This is 
a power which might be more widely used, with advantage, 
in particular cases. Renegade chartered accountants are 
fortunately an extremely rare phenomenon — but they have 
existed in the not-too-distant past, and their potentialities 
for harm to the public and to the profession’s reputation 
are very great. Where such a case arises and has been dealt 
with, the circumstances may justify a wider disclosure than 
within the limited circle of the profession alone. 

Finally, though there can be no doubt that the In- 
stitute’s disciplinary procedures are applied in a proper 
manner, it 1s a weakness to some that the Disciplinary 
Committee sits only Zn camera, and that justice, though no 
doubt done, cannot be seen to be done. 

We commend the Ethics Committee's terms of reference 
to all our readers, and trust that it will receive the fullest co- 
operation in its work. We likewise welcome to our corres- 
pondence columns the fullest exchange of views on what is 
undoubtedly one of the most important topics to claim the 
attention of the profession for some time. 





‘Internal Auditors’ 
Certification Scheme 


1973. The Institute has also developed 
a 'special certification' for the benefit 
of existing members who may be able, 
by virtue of experience, to qualify. 
without examination. Membership of 
the Institute of Internal Auditors 
is not an essential condition of 
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ERTIFICATION proposals, lead- 
ing to the designation ‘Certified 


- Internal Auditor’ (CIA), have been 
- adopted by the Institute of Internal 


Auditors, Inc., and are currently being 


- distributed to the Institute's member- 
ship from the Chairman of its Pro- 
— fessional Development Committee, Mr 
William M. Smith, who has also 
been appointed Chairman of the 
- Board of Regents set up to administer 


the scheme. i E: 
Subject to transitional provisions, 


applicants for certification will be 
- required to show a minimum of three 
= years’ appropriate work experience 


and possession of a first degree or 


equivalent qualification from an ac- 


— credited college-level institution, and 





3 to complete the Institute's own pro- 
^. posed examination in principles of 
internal auditing, internal audit tech- 


niques, principles of management, and 
disciplines related to internal auditing. 
They will also have to produce a 


© character reference from a member of 


the Institute or of their own company 


management, and to subscribe to the 
Institute's code of ethics. 

. Objections voiced when these pro- 
posals were informally debated by the 
London Chapter of the Institute — 
the largest chapter outside the United 
States — included fears that the certifi- 
cation programme would enable 
younger men to obtain an apparent 
‘paper’ advantage over longer-serving 
members with extensive practical ex- 
perience (The Accountant, November 
19th, 1970), and that the programme 
represented a fundamental change in 
the character of the Institute. It was 
also pointed out at that time that the 
‘degree or equivalent’ requirement 
should be further clarified, particularly 
in relation to the comparability of 
United Kingdom professional diplomas 
— not necessarily in accountancy alone. 

As part of the transitional proposals, 
the degree requirement will in fact be 
waived for candidates who qualify in 
all other respects and who submit 
application forms with the appropriate 
fees within five years after May 31st, 


eligibility to sit for the CIA examina- 
tion, which it is intended to hold 
annually ‘in the United States and 
Canada and in other countries in 
those years when sufficient applica- 
tions are received to warrant holding 
the examinations’. The first examina- 
tion is due to be held in July or 
August 1974. 

Advantages claimed for the certifi- 
cation proposals are the personal 
satisfaction of the candidate in reach- 
ing a recognized and accepted level of 
competence in his chosen profession ; 
continuing improvement in the level 
of practice for all internal auditors; 
and as a ‘basic component of any well- 
rounded professional development 
program’. The Institute's code of 
ethics requires members, inter alia, 
to exercise honesty, objectivity and 
diligence in the performance of their 
duties; to refrain from activities con- 
flicting with theit employers’ interests 
or with their duty of objectivity; to 
refrain from using confidential in- 
formation for personal gain; and to 
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strive continually for improvement in 
the proficiency and effectiveness of 
their service. 

The Institute of Internal Auditors 
is an international professional or- 
ganization with 8,000 members in 
over 100 chapters in the US, Canada, 
and other countries including the UK. 
The London Chapter, with over 
300 members, is the largest of the 
four in Britain, to which details of 
the certification scheme are being 
distributed. Applications for examina- 
tion entry or special certification, and 
all queries as to eligibility and related 
matters, should be addressed to the 
headquarters of the Institute at 5500 
Diplomat Circle, Orlando, Florida 
32810, USA. 


DTI Strengthens 
Companies 
Administration 


HREE new divisions, each headed 

by an Under-Secretary, have been 
created within the Department of 
Trade and Industry to fulfil the 
responsibilities of the former Insurance 
and Companies Division. The In- 
surance Division, under Mr M. S. 
Morris, will be responsible for the 
department's sponsorship and super- 
vision of the insurance industry and its 
overseas interests, including the EEC 
interest. 

The Companies Division, under Mr 
P. A. R. Brown (formerly head of the 
Insurance and Companies Division) 
will be responsible for the adminis- 
tration of the Companies and related 
Acts, for the Companies Registration 
Office, for the review and reform of 
company law, and for EEC work on 
the harmonization of company law. 

The Insolvency Division, under 
Mr C. A. Taylor, Inspector General 
of the Insolvency Service, will be 
responsible for the administration of 
the Insolvency Service throughout 
England and Wales, for the review 


-and reform of insolvency law, and for 


EEC work on insolvency. 

The department plans to continue 
to develop the work of the Companies 
Investigation Branch with a view in 
particular to the further integration of 
the examining staff, lawyers and 
accountants engaged on this work; 
the branch will in due course form 
part of the Companies Division. 

In addition to the responsibilities 
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falling on the DTI under the terms of 
the Insurance Companies Bill now 
before Parliament (The Accountant, 


February rst) these administrative 


changes are seen as reflecting a 
potentially more vigorous approach to 
the policing of the Companies Acts, 
including the pursuit of defaulters 
where appropriate. 


Certified Accountants’ 
New lrish Region 


SINGLE 'Irish Region' of The 
Association of Certified Ac- 
countants, with a combined strength 
of some 500 qualified members and 
1,000 students, has been formed by 
amalgamation of the Association’s 
branches in Northern Ireland and the 
Irish Republic. Formal inauguration 
of the new regional organization was 
marked by a dinner last Saturday at 
the Burlington Hotel, Dublin, attended 
by the Association’s President, Mr A. 
W. Nelson, F.C.C.A., F.T.1.1. 
Regional offices are being estab- 
lished, with a full-time secretary and 
staff, in Dublin, with other offices in 
Belfast and Cork. ‘These arrangements 
are designed to provide a high stan- 
dard of service to all members and 
students throughout Ireland, and to 
facilitate consultation with government 
and educational bodies. 
Messrs A. A. Pakenham-Walsh, 
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M.A., F.C.C.A., of Dublin and J. 
McDowell, A.c.c.a., of Belfast, who 
have been particularly active in for- 
warding the present merger, are 
included as members of the new Irish 
Region Executive Committee, which is 
to be formed, under the chairmanship 
of Mr H. D. Mooney, F.c.c.a., with 
equal representation from Ulster, 
Leinster, and Munster and Connaught. 
Irish members of the Association's 
Council — at present Mr Pakenham- 
Walsh and Mr M. Sheahan, F.c.c.A. — 
will also be ex-officio members of the 
Irish Region Executive Committee. 


ICMA Examinations 


ASS rates in all five parts of the 
November 1972 professional exam- 
ination of The Institute of Cost and 
Management Accountants were below 
40 per cent — ranging from a 31:4 per 
cent pass rate in Part II to 37:8 per cent 
in Part I — according to statistics 
released by the Institute this week. Of 
the 9,563 entries for one or more parts, 
3,202 (33:5 per cent over-all) passed. 
The S. Laurence Gill Prize for 
First Place in Part V is shared by two 
candidates — Mr ^O. Basheer, of 


London, and Mr B. L. Cozens, at 
present serving with HM Forces 
overseas. Also in Part V, the Lewton 
Coronation Prize for Financial Man- 
agement was won by Mr J. M. 





English should be the language of accountancy in the EEC, said Mr Kenneth Sharp, 


Vice-President of The Institute of Chartered Accountants in England and Wales, at the annual 
dinner and dance last week of the Bristol Area Society. He thought it was the best language 
for this purpose because English was an 'extraordinarily accurate instrument for conveying 
meaning from one person to another’ and ‘because we in this country have developed account- 
ancy to a far higher standard than other countries in the Common Market'. 

Pictured above with the Deputy Lord Mayor, Ald. Mrs Helen Bloom (centre) are, /eft to right: 
Mr K. J. Sharp, T.D., M.A., F.C.A. (partly hidden), Vice-President of the Institute; Mrs 
Langdon-Davies; Mr R. H. Langdon-Davies, D.F.C., F.C.A., Bristol Area Vice- Chairman ; 
Mr M. B. Nichols, F.C.A., Chairman of the Bristol Area Society; Mrs Nichols; and Mrs Sharp. 
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i E Bennett, of London, and the Harold 


Wilmot Prize for Management Prin- 
ciples and Practice by Mr S. B. 
Birkenhead, of Panama. 

In Part IV, First Place, with the 
Leverhulme Prize and the Stanley 
Berger Jubilee Prize for Management 


ve A Accountancy, was taken by Mr R. S. 


Deas (Leeds). The Donald L. Moran 
Prize for First Place in Part III goes 
to Mr W. T. Martin (Vaud). 

The international flavour of the 
is further 
underlined by the successes of T. R. 
Kelaart (Colombo), winner of the W. B. 
Flowers Prize for Accountancy in Part 


E III, and D. Purkayastha (Calcutta) 


- — who took First Place in Part I. 
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Wages and Profits 


F Phase II and its successors in the 

Government's pay and prices policy 
are to be successful, the public must 
have a greater understanding of the 
importance of wages and salaries and 
of profits in defeating inflation. Many 
myths about wages, prices, profits and 
investment have still to be laid. 


An economic argument, Phase II 
and After, published recently by 
Aims of Industry, attacks the claim 
that wages can rise much faster than 
the economic growth rate because they 
form ‘only 40 per cent of total costs’: 
the important figure, as AI points 
out, is the share of wages and salaries 





‘Highway Code’ 


AD for the public image 
of computing in the UK and 
throughout the world has led the 
British Computer Society to publish 
last week its Code of Good Practice. 


— Claimed to be the first of its kind, the 
— -— code represents the product of two 


years’ work by a committee of the 


Anticipating the criticism that the 


- . eode as published contains little that 
-. is not already recognized as good 
| practice in computing circles, the 


President of BCS, Mr G. J. Morris, 


^ writes in a foreword that the same 


comment might apply to the Highway 
Code — which, as every good driver 
knows, is addressed not to him but to 


j E all the others! 


Mr R. R. Waller, Chairman of the 


Code Committee, was the principal 


speaker at a recent press conference 


to mark the new publication. He 


stressed the vast amount of 'good 
computing' which was accepted as an 
everyday occurrence — the thousands 


of computerized invoices and state- 


ments which were correct, rather than 
the occasional ‘rogue’ case which made 
the headlines. Customers who were 


= harassed by duplicated deliveries and 


by pressure for payment of accounts 
which were not in fact due should 
think in terms of changing their 
suppliers, he suggested, rather than of 
blaming the computer. The real bad 
situation was that which developed 
by piling further — human — errors on 
top of the original fault. 


for Computers 


Additionally to safeguards against 
errors — which, with the best will 
in the world, are bound to occur — the 
code devotes considerable space to 
security of confidential information. 
Mr Waller reminded his audience of 
the risks of pilferage — quite apart 
from intrusions of privacy — and 
carelessness; inevitably somebody, 
some day, would drop a tape reel or 
disk pack, and it was important that 
the information should be capable of 
retrieval. | 

Much of the code is written in 
‘check list’ style and format, though 
it is to be hoped that the recommended 
procedures for *Acquisition of a Com- 
puter' on page r9 are not arranged in 
order of priority. This thought is 
prompted by the inclusion of ‘re- 
lations with auditors' as the last of 
a list of 16 items, whereas accepted 
good practice would surely bring 
the auditors into consultation on 
objectives of the proposed computer 
facility', or at least on 'evaluation of 
proposals’. 

The BCS Code of Good Practice, 
price Z1 (UK only) is being dis- 
tributed for the publishers, NCC 
Publications Ltd, by David & Charles, 
South Devon House, Newton Abbot 
— a firm, incidentally, whose earlier 
releases catered more particularly for 
the transport enthusiast. Copies of 
the code, it is understood, will be 
widely distributed in government de- 
partments, and have also attracted 
considerable interest overseas. 
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in the national income. This is 70 per 
cent and makes wages and salaries 'the 
largest element in the country's costs 
and the most important factor affect- 
ing inflation’. But profits on which 
investment depend have been falling 
to a 'dangerously low' level as a share 
of the national income. 

‘Realization that public expenditure 
does affect inflation is increasing the 
volume of voices calling for cuts’, the 
pamphlet adds. Other remedies put 
forward for tackling inflation are 
reducing the rate of increase in the 
money supply, expansion of re-training 
and closer attention to industrial 
relations. 

Noting earlier attempts to educate 
the public in the dangers of inflation, 
Aims of Industry argues that: “Today 
inflation is greater, and the time at our 
disposal less. Inflation is now an even 
greater threat ... to living standards, 


to jobs, and to the democratic way of 
life.’ 


Clay Cross Still Defiant 


UT bons of Clay Cross Urban 
District Council, who are already 
facing a district auditor's surcharge of 
£635 each in respect of the Council's 
failure to implement the Housing 
Finance Act, voted last week to 
withhold a £20,000 repayment due to 
the Public Works Loans Board as part 
of their continuing defiance of the 
Act. The Council was warned by its 
Clerk, Mr A. F. Green, of the potential 
illegality of its actions, and he and 
other officials (who were not consulted 
before the meeting) are currently 
preparing a report on the implications 
of the decision. 

If this further act of defiance is 
implemented, it will be the first 
occasion that a local authority has 
defaulted on its PWLB obligations 
since formation of the Board in 1817. 
Though the Board has, under its 
constitution, ample powers of re- 
covery should the need arise, the: 
wider implications of this case are 
potentially embarrassing — in that the 
recognized integrity and financial pru- 
dence of local authorities have hitherto 
given them access to favourable terms 
in the money market. This confidence 
may be severely shaken if political 
disputes are to be made the occasion 
for defaulting on financial obligations. 

The Institute of Municipal 
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THEY CONTINUED 


Your fire insurance won't protect you against the 
cost of temporary premises to keep production 
going, the cost of extra overtime, the cost of sub- 
contracting, or against reduction in gross profit. 

GRE Business Interruption insurance will. 

It protects management salaries, production wages, 
overheads, shareholders’ interests and the earning 
capacity of your business. It is so flexible that it can 
be tailored to your exact needs, and it is backed by 
expert advisory service. 


If your business is without this essential protection, 
it could be gravely at risk. Ask your insurance 
broker about GRE Business Interruption insurance. 
Or get our new explanatory booklet from your local 
GRE Office. It could be urgent! 


You get a good deal from 


Guardian 


Royal Exchange 
Assurance Group 


Head Office: Royal Exchange London EC3P 3DN. 
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Property investment consultants 
and advisers on the sale, 
purchase, valuation and rating 
of commercial and industrial 


property throughout the 
United Kingdom and in Europe 


Debenham Tewson 
& Chinnocks 


Chartered Surveyors 


Bancroft House 28 Grosvenor Street 
Paternoster Square London W1X 9FE 
London EC4P 4ET 01-499 9152 
01-236 1520 


and 38 Rue de Lisbonne, Paris 89, Telephone 522-83-10 
Also at Cardiff, Kingston and Richmond 





THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 








was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 







Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business : his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 







Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 






40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. 
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irea h 
mon with other professional bodies; is 
strictly 
Thoughino member of the IMTA, so 
far.as is 
the Clay! Cross dispute, other members 
.have alréady found. it necessary to 
warn théir respective councils of the 
financiall implications of wilful’ refusal 


to implement central government. 


legislation. Official IMTA policy, it 
has been! confirmed, recognizes the 


responsibility of a chief financial ` 
officer to| the general body of rate- : 


payers and to his profession, no less 
than to the council; and the IMTA 
would unquestionably support any 


member | ; who found it necessary to . 


take a line against implementation l 
of an illegal decision. 
Stock; Exchange 


Finance Game 


AT thé first valuation of the 1973 
Stock | Exchange Finance Game 
for schools, the three leaders — 
Haberdashers Aske’s ‘School, Elstree; 
Selwyn Jones High School, Newton, 
Lancs; anid Oakham School, Rutland — 
. Were all showing a profit on their 
initial ‘ in tment’ of £25,000, despite 
a fall of 8j er.cent in the FT Actuaries 


play. 
Two of the Te owed their posi- 
tion, it is stated, to ‘a judicious 


investment in rubber shares'. Seven 
other contestants, despite the fall 
in the indéx, are still within £100 of 
their ong. lal stake. | 


| 
Council Overtime 
Payme ts Challenged 
VER , payrnents to staff 


of .the London Borough. of 
Harrow, estimated. to cost £12,500 


in a full year, have been referred to the . 
district sudo for investigation.. These 
payments,lat rates ranging from {1-25 
to £2.hourly according to grade, are 


intended to compensate staff servicing 
evening co ittee meetings who find 
it difficult take time off in lieu. 


In consequence of the last municipal : 
`of unanimity on the need for pró- 
viding shareholders with more in-` 
formation to judge the merits of a. 





abour is the largest single 


party at H | ow, and exercises effective 


control of the Council with the support 


and A une in com- i 
nori-political in character. , 
own, is directly involved in . 
"ments are that no other, 


borough pays for overtime (though 
several are believed to be watching the . 


'F.C.A., 


All- ba Index over the period of 


ACCOUNTANT. 


ae 


TN an 1 alleged’ increase ` of “nearly 


IO per cent in-the number of com- 


` mittee meetings since that time, and 


approximately ` "40 per cent in the 

number of hours involved.^ . . 
Grounds. of: objection to the pay- 

London 


Harrow - position) and that salary 


scales for senior: local ‘ government 


205. 


"s ” a 
. 


- ne are set wits ‘dic expectation 


that a‘ certain amount of late work 
would be involved. A spokesman for 


the objectors said recently that he 


thought it ‘hypocritical’ for the- 
Council to increase the ratepayers’. 


_ burden while others were asking. for. ` 


government aid. 
Official comment -from the National ` 
Association of Local Government 


Officers confirmed that the Harrow - 


+ 


Mergers and Take-overs ` 


T is “difficult for arivone not least 
Mthose directly. involved; to take. an 
objective view of any take-over. ‘Some, 
including Professor Harold Edey, 
B.COM., F.C.A, writing in a' new 


Symposium published: by the Institute 
. of Economic Affai 


entitled Mergers, 
Take-overs and the Structure of In- 
dustry, find it more difficult to as- 
certain. from the relevant accounts 
just what the bid should really be. 
There is no doubt that take-overs 
are a modern form of merger for, as 
Sir Anthony ‘Burney, O.B.E, B.A, 


serves, 'there i8 no such thing as a 
true merger. Every deal is a take-over, 
since one partner has to dominate . 


. a take-over is an: aggressive bid, and à 
merger an agreed one.’ 


Yet it. can 
hardly be denied that Professor G. C. 
Allen is right when he contends that 
"Thé merger is part of the process by 
which efficient firms grow; it may: be 
regarded as a civilized alternative to 
the bankruptcy sof the unsuccessful 
firms.’ 

This view: is paneer by. Brian 
Hindley, of thé London School of 
Economics, who argues that 'assets are 


. more effectively operated -after they 
have been removed from the control . 


of their pre-acquisition management". 
On the other hand, Sir Anthony 
Burney  avers “that ‘the return 


-on capital employed seems to im- 
prove as the size of the business de- 


creases’ and, further, that one may 
'end up with an organization that is 


‘ too large and complex to be effectively 


or efficiently managed’. ^ . ' 
There is, however; a greater degree 


take-over bid. Lord Shawcross con- 


+ 
` 
` 
- 
x 
to 


chairman of Debenhams, a 


siders the American practice of | 
quarterly reports useful, and. suggests 


‘that ‘there should be more frequent 


revaluation of fixed assets in these 
inflationary days'. In this context he 
adds the thought-provoking statement 
that, in the current period of inflation; 
prescribed standards in matters of 
accountancy are urgent’. 

Professor M. E. Beesley shares the 
view of Professor ‘Edey that the 
‘economic information flow used for. 
prospective mergers is usually quite 


. inadequate to support their economic pu 


rationalization’; too often, he adds, ‘a 
defensive counter-bid must often E 
be made with virtually no time for 
reflection’. 


. Mr Ian Fraser, a former uus U 
general of the Panel on T'ake-overs. and 
. Mergers, has some strong criticisms of 


the ‘asset roundabout’ or wholesale - 
insider. transactions, but concludes. 
that the self-regulation practised by 
the City of London provides a firm 
control over the situation. Lord 
Shawcross accepts the view that 
insider dealings do take place and are a 
grave offence — an offence which Mr" 
Fraser suggests might be countered 


"by extending. the concept of 'acting in 


concert! evolved , ‘by. the Take-over 
Panel to the general law on securities. 
Looking ahead to the time when the 


. Government will bring ‘in legislation 


(The Accountant,.February 8th), Sir 
Geoffrey Howe, Minister for Trade 
and. Consumer Affairs, reflects on the 


possibility that the present figure of a . 


oné-third share of the market as 


. denoting. the limit -to concentration . 


within an industry, which is often 


' combined in a situation where a hand- 


ful of the largest suppliers account for 


.over half thé market, ought to be’ 


brought down to a ‘lower level. 
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"We never object to officers ‘getting 


.paid more- than their basic pay. At 
‘national negotiations, we have always 


`- advocated extra pay tor B work,’ - 
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‘Australian Statement 
. on Materiality 
ATERIALITY, a | colicept which 


. literature, forms. the subject: of the 


-. latest joint éxposure draft from the 


“accounting principles committees of 


: the Institute of Chartered, Accountants- 


3n Australia and the. Australian Society 


of Accountants. As..a ‘general pro- 


occurs frequently in. accounting”. 
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‘ “indicate gue the iiem vied should. 


be disclosed ór ‘adjusted. gi 
The intended ‘user of 
preparéd for. share’ or debenture 
holders, it is. recommended,. ‘should . 


be regarded as^a person who under- 
„stands the presentation of accounting: 


E information'. 
“fection has perhaps been ‘forced ‘upon 


! Misuse of Trade Name : 


- position, the draft suggests that “an 


‘item or event may be: described’ as 


zdisclosure or. mis-statement wotild. be 


7 "likely to distort the truth and fairness 
.*of -the accountng information being 
. presented’. 

7.5 Guide-lines - suggested ; in -this ex- 
7. posure draft, “it ‘is recognized, ‘are: 
>x arbitrary, but their general acceptance’ 

v by the profession "will substantially 
.“reduce the- subjectivity usually . as- 

-" sociated with, materiality decisions’: 
Sa “The: materiality of an item of event, it: 
‘18 suggested, should be considered in, 


s felation to the purpose ‘for . which 
` information. is being. presented; an 


dtem- judged material in-á report to 
| ; Management would not necessarily be - 


oe in pou accounts, or. vice 
„Versa. 


- HE 


The materiality of a an amount bon s stationery manufactured by ‘other per- 


its - omission or: non-; 


matter arose ‘out of the use by certain : 


"This counsel of per- 


the committee by the impossibility of 
providing for all possible variants of. 
the alternative assumption. 


\ UESTIONABLE. methods of 
marketing office- stationery were ` 


“mentioned in the High Court last 


week, when Caribonum Ltd success- 


fully applied for ` undertakings fromr 
'four defendants not to use the name 
*Caribonüm' to aes the sale of: 
à other products. 


|. Mr: Justice Foster, was told that the 


salesmen of thoroughly, disreputable ` 
trading methods in the sale of carbon 


' paper’. Caribonum had launched its 


proceedirigs to make it clear that they 


"were not associated in any way. with 


these salesmen or their methods. - ` 
Counsel for the defendants said that’ ` 
his: clients were equally embarrassed . 


. by the methods employed, and that. 


they were the victims of some un- 
scrupulous ' third party. Though. the 
allegations were denied,. his clients 


‘ would willingly give an. undertaking 


-bė related, at least for the purpose of . 
published financial statements, to ‘the.’ 


„appropriate base amount’ — more than - 
- 10 per cent of the base would nornially 


be considered material, whereas’ less : 


_ than 5. per cent: would: not.. Between’ 
. 5 and, 10 per-cent, the matter ‘is 


; tegarded as.for professional judgment ‘ 


in the light of the intended user of the 
I ^ information. and tbe. purpose . idi 


: Which it is being prepared. 
' "These guide-lines do.not, of course," 

ys i where there -is ‘an’ existing - 

: a statutory or contractual obligation to, 


‘disclose’ a specific item, irréspective, 
. of materiality. In- default of any such 


not to use-the name ‘Caribonum’ for. 


^ 


sons. 
. The activities of ‘twilight’ "office. 
stationery suppliers were discussed, in ` 
the light of the then pending. Inertia 


. Selling Bill, in a contributed article i in. 


. direct? obligation, the 'àccountant is.. 


x . recommended’.to ask himself, first; 


- ‘Ts the: nature of the item or event 
 Tüaterial? and secondly, if so; ‘Is the 
"amount material”. An affirmative ans~, 


ee wer to the’ second question would ` 


kp 
a 


The Accountant for May 21st, 1970. 
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Canadian Accountants" 
Computer Study 


"OMPUTERS. are now z a PE | 


nota luxury; and the need to study. 
the problema of managing and ac- 
counting for computer-based informa- ` 
tion’ systems has become of prime . 
importance. With this thought in 
mind, a new book Managing | and- 
Accounting for. Information Systems, . 


the latest in a series of practical ac- 


`, counting and control texts published 
by the "Society of. Industrial Ac-. 
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countaiits E. Canada; should e of 
| special interest. 

- The’ 234-page text is completly 
“documented and well-illustrated and 
explores several basic ` points: Why 
have.: sophisticated ‘cost. control 
measures not been developed to man-' 
age -the ` data. processing function? 
Which areas require further ‘develop- 
ment? How can the management. of 
‘data | processing facilities be improved,. 
and the: costs ‘accounted for and « con*. 
trolled?“ NM 
- These. and. many more related 
questions have special significance. for 
accountants who, either through policy 
or tradition, have not become ‘deeply 
involved in ‘the ‘technical SPEC of 
data poesie 


i 


-Rail Costs Challenged. 
Mo of ‘the Cooper formula’ 

for costing railway operations was. 
‘attacked in Parliament last week. 
Speaking in the course of an ad- 
journment debate on the future of the 
Mid-Hants Railway, Rear-Admiral: 
. Morgan Giles (Winchester, ' Con.) 
claimed that the formula was 'un- 
` realistic, and rigid observance of it 
may lead to wrong decisions being’ 
taken’. l 

Services on this route ‘were with- 
, drawn by British Rail after February 
4th, in' pursuance. of a finding that 
running costs were of the order of 
"£138,000 per annum (in 1970) against- 
earnings of - £31,000. Closure of the 
line was . anticipated- to produce 
_medium-term: savings | of" ES 10,000 
| annually, 

A consortium of private interests 
and local authorities in the area has 
.made a firm offer to BR. of £58,000 


` annually, and Rear-Admiral Morgan 


Giles — strongly supported by another. 


„local MP, Miss J. M. Quennell 


(Petersfield, Con. ) - urged the Govern- 
ment ‘to expedite the granting of a 
- Light Railway Order for the future: 
operation of the line, and to restrain 


' any action towards lifting the track or 


dispersing the formation while nego- 
tiations’ for its. future were pending 
- between the consortium and BR. He 
cited: the: example of other. -local 
routes, including the Severn Valley. 
Railway (The: Accountant, April 27th, 
1972) which were being p oc 
operated by private interests. 
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Replyi g to she debate, Mr Reginald 
Eyre, Un er-Secretary of State for the 
Environt ent, “noted the strictures 
passed Ó 


found to guarantee the shortfall be- 


tween the consortium’s £58,000 offer — 
received‘ only a week’ prior to the . 
closure, Which had been announced : 


originally; i in August 1971 ~ and the 
present operating deficit. Those in- 
terested ih preserving the line had had - 
18 months in which to come together, 
collect the necessary financial backing: - 
and come to terms with BR. The 


the ‘Cooper formula, buf 
‘Maintain d that no one had yet been 
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/ 
the E was how free to. remove 
the- track, ‘signalling equipment and 
‘station structures; the local authorities 


ice 4 
t r 


"were free ‘to negotiate a suitable 


financial arrangement with the board; 


but should be advised ` to“ movè 
quickly; in view'of the ‘threat of 


vandalism. " Pu UM 


-Companies Capital Duty 


XISTING ‘stamp duties. on the 
authorized capital of companies and 
on issues of loan capital will not be 
levied after July 31st. On-and' after 
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the rate of Y per cent on contributions: 


to capital, credit being given for duty 


| already pad in o of unissued 


shares. ` 
This change j is in accordance with 


. EEC secondary legislation, and the 


necessary UK legislation wil be. 


included in the 1973 Finance Bull. . 


Announcing the new arrangements. in 


‘the course of a recent Parliamentary 
' answer, 
Minister of State, said: 


.Mr John Nott, cdd 
‘Our obliga 

tion to implement this [EEC] recive 
is well known, I am sure all concerned , 


‘will find it helpful to have: advance 





Railways |Board, under the terms of 


August ist, duty will be charged at 


H 


notice of the timing of this change.’ - 
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Strictly Confidential. 


by An Industrious Accountant: ` 


kan 





'S never been a ; dull day since we ‘got ‘dug. into 
‘omputerization project. In terms of cash, curses’ 
and contr versy, it exceeds all expectations: 


We setup an exploratory committee to start; but Scotty 


opted out on grounds of work pressure and nominated as 
his replácement Bertie, who's pig-headed, plausible ‘and 


: power-hungry. I followed Scotty, my stand-in being our 
internal auditor, on ‘the basis that besides knowing. our 
systems inside out he should be able to shelye his ordinary . 
work for. à while: If not, there's fornetiung mong with his | 
< work or. with our systems. - 


He's. punctilious, pontificating, and status-conscious. 
He and Bertie pulled in different directions from the start. ` : 

There! as the staff aptitude-test, for example. The com- - 
puter systems analyst, a rather pleasant young chap who 


| appárenti knew. nothing about anything except discs and 
diagrams, explained the urgént need to identify such of ^ 


our staffj ‘had inborn aptitude for his esoteric art. Not 


merely giant brains, he elucidated, but Einstein-like logic, oe 


quicksilver’ mental reactions, ` and a yearning. since birth 
for electric shocks. It took two years to train a programmer, 
he, warndd us in reverently hushed tones, and a good com- 


‘ puter section manager was one in a:thousand. 


"The CSA locked NEN when I asked to see a typical 
. test paper, like the Chancellor of the Exchequer asked on 
Budget-eve what taxes he proposed to slap on. The sealed 
‘envelope could be opened. only in the exam room, he said, 
so ~ rather- thoughtlessly — I didn't press the point.’ 

Being up to my ears in meetings, I hadn't an opportunity 
to inquire further till after the. test, when I found. my 
accounts men annoyed and ‘objecting. Silly questions, they 


‘fumed, more.like a magazine quiz or a party game than a.. 


test of any latent talent. 'T'hey'd got variations on ‘If 6 men 
dig 19 holes in 9 hours, how many will 11 dig in 14 hours?". 
ot “Tick the box of the odd item in the following;" Al] to 
be done against time, and no tinie to think | Rotten poor: 
, show! 

‘When the CSA arrived with names in pcdes of merit, 
she refused to produce the actual test papers: (‘ strictly 
confidential; anyhow, we computerized the answers to get 
the results’ ):so I got annoyed and,told him what he could _ 
do with his list. He’d a damn cheek to want us to base our 
selection on. his unseen’ inumbo-jumibo mystique; we 
wanted something less pretentious for our on-going system. 
‘Dammit, who. was paying the piper? , 

. He stuck to his guns gamely enough, declaring it was 
top company policy; then everybody ‘got into the act 
abusively. Finally, the managing ‘director overheard and 
decreed a meeting in the near future to settle the matter. 


We were too polite to tell him what we really Mond ‘ite Ry 
C 


naturally, but we asked for volunteers and the response ' 
was eno 






ous. Three-quarters of the accounts department,” 
rushed the queue (‘wizard stepping-stone to big jobs, you 
know"); a third of the salesmen (‘it'll come in dashed useful, 
if we get| seconded to jobs on the Continent i Plus several : 


Ro other sections.  : ’ 
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LP National: Film’ Theatre was well 


Sponsored jointly by the Institute of 
” Directors and the Financial. Times, on 


. Rewards’: Opening: the conference, Sir 
Philip de Zulueta said that he was glad to- 
„See such a large attendance, although the ` 
. Subject was one on which members of the ` 
' Institute coua hardly pe disinterested! - 


_—— 


~The. Bolton report. . t 


"speaker, put the case for protecting the . 


^ was a place in the:economy; he argued, . 
! for the-smaller. business, without whose 


pea P it E 


tu t in some difficul 

í - All members of the audience had no 
doubt heard of the Bolton Report [The 
| Accountant, November 11th, 1971], but - 
" he. wondered. how many had read it. . 
Problems of solvency and cash flow were” 
` critical for many small. businesses, par- ` 
, ticularly i in conditions of inflation and high 

s interest rates,. when, many customers: 
tended to be-slow payers. One ofthe most 
important considerations for'the small 
' business was to maintain. a book-keeping ` 
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. had no excuse for late payments. 
. He spoke of the importance of securing 
y management succession in the smaller - 
77^ ' business. The family, according ` to Mr 
. Beldam, was not a natural business.unit; | 
. and he mentioned one family whose 
-` ‘internecine squabbles would ‘have fúr- 
nished sufficient comedy and tragedy to 

fill every theatre in London! | 
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| that daughters should never be entrusted 
with powers of disposition over capital | 


odie 


" substantial benefits in both capital and 
‘income to grandchildren yet unborn). Mr 
‘Beldam foresaw a continuing decrease in 

, the number of children ‘born into the 
. business’ — who would be free to dis- 
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/"Ditectors' Tax Planning and Executive r 


panies — had i no ides what ee potential - 
tax problems.really were, and persisted in | 
the hope that everything ‘would ‘be all . 
right on the night’. 

‘He outlined the. difficulty of ‘valuing 
shares in private companies for estate 
duty purposes, with particular reference. 
to the valuation of goodwill and the 
alternative bases of valuation for minority : 


"t- 


. and' controlling "interests. A- minority. 


- Mr R G. Beldam, M.À., F.C.A.; the first 


“continuity of the private company. There | 


m ‘seryices. many. larger enterprises would be. 


system which could jssue invoices and. 
‘statements promptly, ‘so that customers 


"Old attitudes died hard as, for instance, 


„> (even though this practically guaranteed. 


^ tinguish themselves in other ways — 


‘and the growth of . the professiondl 
entrepreneur. |. 
4, Mr Douglas Highton, who presented a 


‘paper on ‘Tax. ‘planning for the director’, . 


_ suggested that the majority of directors.— 
, Particularly of: Mie smaller private | com- 


“4 


1 
- 


shareholder could be: 
control — the joker in the Revenue pack of ` 
cards — and thus be more vulnerable -to 
taxation if, during the séven years prior . 
to his death, he could have exercised a 
majority of the votes or had, or could 
have obtained, the capacity to, control the . 
board's' decisions either directly or. 


4 


. indirectly. Further, the death of a con-*. 


, trolling. director could create huge piob-: 
ems if there’ was no money: to pay. the- 
‘estate duty. ` l 


4 .» 


Estate duty Diane 


It was, said. Mr Highton, . ‘neither | 
artistic -nor^ realistic simply to tell a | 
. client that his estate duty liability was £x, 
and then take out an. insurance policy 
to cover it; the premium alone might be . 
imore than he could afford. He recom- ` 
mended various methods of reducing the 
asséssable value of.an estate.— a legacy: of : 
£15,000. to the surviving spouse, gifts 
;inade, more ‘than seven: years. prior. to 
‘death, and settlements ` of appreciating ' 
property on trust for the lifetime of some 
‘third party or a stated term ‘whichever 
is the shorter’. Having then reduced the. 
estate to the, extent possible, it was 
necessary to determine what money would 
be needed to meet the likely bills, in- " 
cluding estate duty, in the event of: 
death, and. try, to fill. any gap by way of 
- life ‘assurance - the policy, of course, 
having to satisfy the conditions for 
exemption from estate duty; as it would ` 
otherwise aggravate rather than solve HIE 
problem. 

He spoke also of the tax-saving pro- 
pensities of, pension schemes, "which. 
‘could . project : income ` which "would 
otherwise suffer a high rate of tax to a. 
. "period when. earning would have ceased ' 
and effective rate of tax. would therefore’ 
be very much less., In . conclusion, he: 
urged tax planners to keep to fairly ' 
„conventional. remedies; not to enter into... 
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m) which were inflexible’. Or ir- 
. revocable; 
" financial security simply in an attempt , 


not to jeopardize’ future. - 


to save duty; and not to try.and adapt 


somebody else's scheme to suit. your own ; 


case. 
. Top men in Britaín worked longer for 


: less money, less privileges, less security 
of employment and poorer pensions than 
"senior executives on the 


Continent, ^ 
according to Brian P. Smith, chairman of - 
PA Management Consültants. 'Paradoxi- 


insurance, than their Continental counter- . 


benefits for their senior men in 
the light of current continental practice; 
otherwise the UK could’ face a’ brain 
drain of its brightest executives who had . 
Happe, talents, l 


‘deemed’ to have `. 


Euro-benefits 
A 14th. month's pay - FN was 
commonplace on the Continent; said Mr 


. Smith. In fact in Belgium, Holland, Italy | 


and Spain senior executives- could get ` 


: 4 months’ payment in one year; a few | 


top men in Italy can even get 15-or 16 
‘months’ payment in a year. Profit-sharing 
schemes were required by law in France. 
for all employees, and in. Germany most, 


general managers and top marketing | 


executives have incentives which ranged 
from 25 to 30- per cent. of basic salary. 
.In. Holland a top management incentive 
scheme under which part. of net profit 


. 1s distributed can add up to 75 per cent 


to ‘basic salaries, while Italian, Danish, 
and Belgian executives, can also 


of- executives receive bonuses 
‘related to profits; The. UK executive was ` 
also less favourably placed when it came 


: to share options, “both in the. provision . 


of opportunities to take a slice of the . 
action and in the borrowing of finance to 


. . do so’. 


A major: company. might employ staff 


from oyer 20 different nationalities, ^ 


. working in dozens of different countries 
which were not their own. It was a. 
complex matter.to arrange satisfactory 


British. firms needed, to reappraise l 


profit shares. But in the UK only one- 
'third 


à 


. cally, though, UK executives were often — 
worth more. dead, because of better life - 


conditions of service, and all too.easy to — 


create anomalies, irritations and anxieties; 


the heart of the matter. was to compensate . 


a transferred man for spécial overseas 


. difficulties, without being unfair to his 
"colleagues. at home or abroad, and without ` 
. getting a pattern which could. not be. 


‘maintained on the man's return. - jS a 


Share option. Bchenióa: l 
Mr Alun Davies, thé next paker 


emphasized the anomalies in the present `- 


‘legislation, on share incentive and share 


option schemes, which are also high- - 
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A new retirement plan 

Jr self-employed people — 
fromthe biggest name | 
in British pensions © 

=  hasgottobe 
. worth looking into... 
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. Heres your chance! 


Fill in i. coupon now for your copy of L & G’s Personal - employment, just what L & G can do for him. The best way 
Retirement Plan booklet. Written with clients in mind, it to sell a plan is to make it easily understood. And that’s 
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tells the: "e man, or the man in E an “whet this ru thought-out booklet does. . B 


To: J. B. Craddock, Legal& General Assurance Society Ltd, 
Temple Court, 11 Queen Victoria Street, London, EC4. H 
,  Tel:01-248 9678. 


. Please send me L & G’s Personal Retirement Plan booklet. 
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The conference chairman, Sir Philip de Zulueta, introducing the platform party. Seated, /eft to right : 
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of the Institute : Mr Brian P. Smith ; Mr Douglas H. Highton ; and Mr R. G. Beldam, M.A., F.C.A. 


lighted in the pre- Budget representations 
of the CBI to the Chancellor of the 
Exchequer [The Accountant, February 
rst]; there was something very 'funny- 
peculiar’, he said, about the element of 
discrimination between the two alterna- 
tives, when the substantial element of 
advantage remained the same in either 
case. 

Under the present limitations contained 
in Schedule 12, Part II, paragraph 3, 
of the Finance Act 1972, share option or 
incentive schemes could be entered into 
by close or unquoted companies only if 
the scheme applied to the ‘top’ company - 
i.e. not an unquoted subsidiary. Mr Davies 
suggested that close or unquoted com- 
panies probably had the greatest need of 
such schemes, but thought that the 
Inland Revenue were reluctant to see any 
extension to unquoted subsidiaries be- 
cause of the possibility of manipulation 
and tax avoidance by non-arm's length 
transactions within a group. 

The 1972 legislation, he said, had dealt 
adequately with share option schemes, 
but had effectively killed deferred share 
incentive schemes and failed to deal with 
loan-assisted schemes. A score of one 
out of three was hardly satisfactory, and 
he thought that in the words of a tradi- 
tional school report, *with some further 
concentration on the objectives to be 
reached, this boy could do much better'. 


The retiring director 


Sir Henry Benson, G.B.E., F.C.A., opened 
the afternoon session with an address on 
‘Rewarding the retiring director’, in which 
he considered the alternatives of normal 
retirement, ill health, early retirement, 
voluntary resignation to take up another 


appointment, or termination of his 
services for incompetence or inefficiency. 

The retirement age of 65, he thought, 
was right in a job of ‘no exceptional 
stress or complexity’, though he regarded 
it as ‘bad and dangerous’ to keep in post 
men who had begun to lose thrust and 
initiative after the age of 60; thus a 
pension scheme should permit early 
retirement at that age, on an actuarially 
discounted pension, at the option of 
either the company or the director 
concerned. He also deprecated allowing 
directors to augment their pension after 
normal retiring age by appointments as 
‘consultants’ or ‘advisers’. 

Prejudice against the professional non- 
executive director had now largely dis- 
appeared, and the new code of Revenue 
pension scheme approval would allow 
fees paid to such directors to be included 
as qualifying income for the purposes of 
an approved scheme; previously, such 
directors had been relatively badly 
treated for pension purposes. He saw no 
objection to non-executive directors, in 
contrast to their executive colleagues, 
remaining on the board until age 70, 
provided that they retained their faculties. 


Service contracts 


Finally, Sir Godfrey Morley, a Past- 
President of the Law Society, dealt with 
the writing of a director's service contract 
— referring to directors who also held 
such specific appointments as managing 
director or sales director. While com- 
pany policies on service agreements 
differed, the underlying rule which all 
agreements must justify was whether 
they were made bona fide for the benefit 
of the company. Undoubtedly some 
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Sir Richard Powell, M.C., Director- General 


service agreements were written to give 
the individual protection in the event of a 
take-over bid; he quoted the case of a 
bidder who had rashly undertaken, 
without inquiry, to honour existing 
service agreements and had then dis- 
covered that two directors of the target 
company had agreements, recently 
entered into, at enormous salaries for 
ten years ahead ! But for the bidder's own 
undertaking, Sir Godfrey thought that 
such agreements could have been success- 
fully repudiated as not being for the 
company's benefit. 


Restrictive covenants 


He detailed the essential features of a 
service agreement as covering duties, 
remuneration and pension rights, term, 
and restrictions on possible future activi- 
ties. Restrictive covenants, it is well 
known are not liked by the Courts, and 
will not be upheld if they go beyond 
what is reasonably necessary for pro- 
tection of the relevant interest; thus any 
executive who is asked to accept a 
restrictive covenant should have the 
benefit of independent legal advice, in 
preference to the risk of subsequent 
litigation. 

He also outlined the provisions of 
the Contracts of Employment Act, the 
Redundancy Payments Act and the 
Industrial Relations Act as they might 
apply to directors. He did not know of 
any case which had yet established a 
precedent on reasonable, as opposed to 
unfair, grounds for dismissal affecting a 
director, though such might occur; it was 
also very unlikely that the power to 
recommend reinstatement of a dismissed 
employee would be applied to directors. 
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The Phase-to-phase Battle 


- With Inflation 


From Our New York Correspondent 


TAN EE Britain girds herself for Phase Two of the 
battle with inflation, America has forged ahead into 
Phase Three by disbanding the Pay Board and the Price 
Commission, and scrapping compulsory controls over all 
industries except building, food and health services. The 
momentum of President Nixon’s time-table — from Phase 
One in August 1971 to Phase Two in November that year 
and Phase Three in January this year — may or may not 
mean that the inflationary floodwaters are receding. It 
certainly means that accountants are being asked to 
shoulder yet another set of responsibilities to their clients. 

As previously noted (The Accountant, January 11th) 
auditors were called upon by the American Institute to 


consider whether a client had exposed itself to fines or 


price reductions under the old system of compulsory 
controls, and to qualify their opinion if the possible impact 
was significant. This recommendation by the Institute, and 
plans for a full-day ,conference between members of the 
profession and officials of the Price Commission, were 
overtaken within a week by the peremptory ending of 
Phase Two. 


More recently still, the truce in Vietnam has further 


. encouraged hopes of a freer and less troubled economy. 


In addition to the immense human sacrifices suffered, 


... the high cost of the ten-year war in Indo-China is reflected 


in the tally of more than 8,500 American planes and 
helicopters, with an estimated value of £4,500 million, lost 


in the fighting. The budgetary savings resulting from the 
- signing of peace are estimated at the equivalent of £2,500 
. million a year. 


But President Nixon's recommended budget for the year 


_ July 1973 to June 1974 is an austere one, based upon the 
. assumption that the danger of inflation is still very real. 


Indeed, the introduction of Phase Three at a time when 
most observers were expecting the whole control structure 
to be dismantled, was justified by the President on the 
ground that it could mean 'even greater price stability with 
less restrictive bureaucracy’. 


Voluntary controls 


The basis for this optimism is the belief that controls can 
be effective even if they are voluntary and self-administered. 
This principle has, in fact, worked well in the self-assess- 
ment process of the American personal income tax. The 
Internal Revenue Service remains the agency responsible 
for the day-to-day administration of the voluntary controls, 
as it was under the earlier, compulsory system. 

Mr George P. Schultz, Secretary of the Treasury and 
chief economic adviser to the President, will direct the 
fresh attack on inflation through the newly created Cost of 
Living Council. In so doing, he will be guided by various 


specialized committees, of which the most controversial 
is likely to be that on labour-management relations. The 
essential function of the Council will be to monitor price 
and pay increases; and it will possess the power to demand 
information, hold public hearings (one of the first of which 
will be on recent heating-oil price increases), and issue 
rulings to roll back past movements as well as to prohibit 
those proposed by an industry or firm. 

There is no intention to freeze prices at today’s levels. 
Increases of 13 per cent annually can be freely made, as can 
those which merely compensate for higher costs. But a 
company’s profit margin, calculated as a percentage of sales 
revenues, may not exceed that achieved in any two of the 
last four years. Wage increases will still be subject to the 
Phase Two ceiling of 54 per cent annually. But this rate 
limit, which is being urgently reviewed by the Labour- 
Management Advisory Committee, has been singularly 
unsuccessful in preventing an even faster rise in several 
industries. 


Shifting the burden 


Although the administration has proudly announced that 
the Phase Three formula would allow it to cut in half — 
to a mere 2,000 — the number of civil servants working 
full-time on the control programme, it seems that much of 
the burden has simply been shifted from the shoulders of 
government to those of business. 

Some 3,500 firms, with sales exceeding $50 million each, 
are henceforth required to keep — and, on request from the 
Cost of Living Council, to produce — records of price and 
profit margin changes. The largest firms of all — about 800, 
with annual sales of $250 million or more — are required 
not only to keep such records, but also to file quarterly 
reports on them to the Council. Similar records of wage 
rate changes are required. 

In addition to reviewing the reports that it receives, the 
Council will undertake spot checks and audits of company 
records, and a continuing analysis of price movements as 
reported in the trade press. Since much of the detailed 
work will be delegated by the Council to the Internal 
Revenue Service, an already harried band of public servants 
will inevitably find itself even harder pressed in carrying 
the normal load of tax collecting duties, and in working 
with accountants on their share of the responsibilities. 

By way of encouragement, it is claimed that the pace of 
inflation this year will be limited to about 3 per cent, and 
that Phase Three will come to an end when the enabling 
legislation lapses — an event at present timed for April 30th, 
1974. On both sides of the Atlantic, however, the argument 
is being heard that controls, once accepted in peacetime, 
can prove extraordinarily difficult to shake off. 
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THE seo second Statement of Standard, Accounting Practice’ 
[SSAP | 2, The Accountant, November 4th, 1971], has. 


two main functions — to codify the concepts on which 
historical cost accounting relies; and to require (a) dis: 


closure of|significant accounting policies followed, and 


(b). disclosure of the facts if accounts are prepared on the 
basis of 
concepts defined i in the statement. 
Four fundamental accounting concepts are identified : 
5 ) The! Qing concern concept. e ko 
2) Te ferui concept. l 
onsistency concept. 


The 
I The: prudence concept. 


Accounting bases are defined as the methods. developed . 


as the specific accounting ‘bases selected and 
consistently followed by a business enterprise as being 
appropriate to its circumstances. Adoption of the four 
fundamental accounting concepts leads to the development 


for te fundamental concepts; accounting policies 


of accounting bases which in turn are cee in a state- 


ment of accounting policies. 2« 

The statement is a basic statement and does not ER 
to give det ailed consideration to the disclosure which may 
be appropriate in specific cases; the details of disclosure are, 
therefore; a matter for judgement regarding what is sig- 
nificant in each case. There is a specific requirement in the 
statement that significant departures from the-four funda- 
mental accounting concepts should be disclosed and 


. explained. 


The statement is regarded as standard int respect of 


reports relating to accounting porog, staring on or after 


January i 1972. / 


-— 


Objectives and scope 


The objective of the statement is to identify prominently: 


and to sei plas the accounting principles and practices in 
use: which have a material effect on reported profits or ori 
the financial position, particularly where alternative prac- 


managemént. Examples given in the statement are: 


: ) depreciation of fixed assets; . A 

2) treatment and amortization of intangibles such as research 
andi evelopment expenditure, pues and trade-marks; 

I stocks and work in progress; 


-tices exist. e selection of the.practice followed depends on 


4) long-term contracts; 
5 defé ired taxation; " 
n hire- urchase or instalment transactions;.. —- - 


7 mae and rental transactions; l 0 
We acknowl dge the'assistance of ‘The LERE of Chartered Accountants 


in England and Wales in making this material available. 
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(8) conversion of foreign currencies; 
(9) repairs and renewals; — ' 
(10) consolidation policies; 
(11) property development transactions; 
(12) warranties for products or services. 


There is no limitation of general scope AE E in 


SSAP 2 and the statement applies, therefore, to all financial 


accounting statements intended to give a true and fair view - 
-of the financial position and profit or loss. However, the 


smaller company is likely to have fewer accounting policies 
which require disclosure. In many cases, it will probably 


be sufficient for a smaller company to disclose its s accounting | l 


policies on: 


(1) E of fixed assets; 
- (2) stocks and work in progress; 
` (3).deferred taxation; and 
(4) hire-purchase | or instalment transactions. 


: Location i in annual report’ 
A number of accounting policies are commonly disclosed 


in the notes which form part of the annual accounts. (e.g., 
principles of consolidation, valuation of stocks, depreciation 
methods). However, all significant practices may not be 


- described and the over-all impact of the policies followed 


may be less rneaningful than when they are stated separately 


in a policy statement. On the other hand, in many-cases à 
separate policy statement may be unnecessary rand the 
‘disclosure’ `of accounting policies can conveniently be 


incorporated in the notes on the accounts. It'is suggested, 


'. therefore, that the choice lies between these alternative 


methods of presentation, i.e., (1) to present the details 
relating to accounting policies in a separate statement 
which would usually precede the accounts and to refer to 
the statement in a note to the accounts; or (2) to set out 
the accounting policies in a separate (usually. initial) note 
to the accounts. 

If. either format recommended above is used, the 8tate- 
ment of accounting policies forms part of the accounts on 


which the auditor reports. An unqualified opinion may be 
said, therefore, to giye assurance to the reader that: 


(1) all significant policies are disclosed and adequately 
described ; 

(2) the auditor agrees to the general acceptability of the 
policies adopted; and 

(3) the policies have been consistently followed unless it is 
otherwise stated. 


- 


Content . E 


Apart | from the specific examples referred ‘to earlier, 
it is Sugpesred that disclosure requirements might be 
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How Some Companies Disclose 
| . Accounting Policies 
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' considered under the following headings; 


(1) accounting policies which describe the basis ‘of the 
financial statéments. (e.g., principles of consolidation, 
accounting. for investments); 

(2) the accounting policy for each major element of revenue 
or expenditure which contains implications of cost or 
. benefit to more than one period (e.g., fixed assets, stocks, 
research and development); 

(3) accounting practices peculiar to a particular industry 
(e.g., property development transactions, leasing. and 
rental transactions); and 

(4) accounting practices followed in areas for which abe 
stantial authoritative support for two or more different 
methods may exist (e.g., deferred taxation, hire- Pues 
transactions). 


rr ell practice of companies regarding 


‘disclosure of accounting policies, an examination was made 


of the accounts of a representative number of companies, 
several of which are referred to by name in the examples. 
Each of the 22 companies in.the survey made a separate 
statement of its accounting policies, either by way of a 
special summary or by including a note to the accounts. 
The survey covers mainly disclosure of accounting policies 


, made by way of a separate statement (see example in 
~ Appendix 2). In a limited number of instances, information 


on accounting policies given in the notes to the accounts 
dealing with individual items has also been included. 
None of the accounts included in this survey dealt with 


'. financial periods starting on or after January 1st, 1972, and 


consequently the disclosure of accounting policies contained 


in them anticipated the effective date to some extent. While 
the full effect of SSAP 2 will probably not be known for 
some time, nevertheless the pfesent survey is sufficiently 
comprehensive to indicate the shape of things to come. 
The results of the survey are set out in Appendix 1. 


] - It will be seen that disclosure of specific accounting policies 


~ 


ranged from 22 companies (100 per cent) in the case of 


. depreciation of fixed assets to two in the case of warranties. 


The non-disclosure of accounting policies for certain 


areas may not mean that information is being withheld. 


It is more likely that these areas are not of significance to.a 
particular company and consequently no disclosure is 


-called for. This difficulty should disappear when SSAP 2 


- becomes standard practice, because non-disclosure of 
significant policies would call for qualification in the 
auditors’ report. 

Widely differing methods of disclosing accounting 


. policies. were observed. The disclosure of depreciation 
- policies may be mentioned here — in the majority of casés 
‘only a general indication of policy was given while in some 


cases the actual rates of depreciation. being used were 


. disclosed. The general conclusion to be drawn is that, while 


it appears that a genuine effort is already being made to 
meet the requirements of SSAP 2, it appears likely that 


‘more uniformity of disclosure and , quantification of 


appropriate policies will occur as experience in dealing 
with the standard grows. 


Depreciation 

All companies included in the survey disclosed- their 
. policies on depreciation. However, there was considerable 
. variation regarding the extent of disclosure — some com- 


. panies stated the rates of depreciation for different classes | 


t 
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of assets, while others stated their policy in more general . 
terms. The companies which gave a general indication of 
depreciation policy usually referred to depreciation being 


spread over the life of the assets. The position is summarized 
in Table 1. 


Table 1 
" No. of 
companies 
Rates of depreciation for different asset 
categories disclosed .. ; ; 9 


Rates of depreciation not disclosed ‘but 
general Roucy given 


Examples : 
BRITISH LEYLAND MOTOR CORPORATION LTD 


Depreciation of the net cost of fixed assets (less any invest- 
ment or other grants), is provided at the following annual | 
rates on a straight-line basis: 
Freehold land — Nil. 
Freehold buildings — 2j per cent. 
Leasehold land and buildings —- 24 per cent or by equal 
annual instalments over the life of the lease, whicheveris ' 
‘the shorter. 
Fixed plant and major equipment, including presses, 
cranes, etc. — 1o per cent. 
Machine tools (including installation costs) — 124 per cent. 
. Office equipment and furniture — 124 per cent. 
Works equipment, conveyors and racks — 25 per cent. 


BRITISH PETROLEUM CO LTD 


Properties and operating assets are depreciated either on a’ 
straight-line basis or by the declining balance method or in 
accordance with local fiscal rules. The policy 1s such that 
these assets are depreciated over their estimated useful lives 
or shorter. : 


Treatment of intangibles 


The accounting policy related to the treatment t of — 
and development expenditures was stated by 18 companies. 
In the majority of cases, all expenditure under this heading 
was written off as incurred. In other cases the basis on 
which certain research and development expenditure was 
carried forward as an asset and written off was.stated. One 
company spoke of dealing with certain types of research and 
development expenditure through a rationalization and 


' development reserve. Table 2 sets out the position. 


Table 2 
3 No. of 
a companies 
All research and development expenditure r6 
written off as incurred “a 13 


Research and development excánditure 
partly written off and partly capitalized . 04. 
Research and development "expenditure 
partly written off-as incurred and partly 
dealt with through a development reserve 
No disclosure . 


Is lao 
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Res ch and development costs are written off as s incurred. 


: í DUNLOP HOLDINGS LTD: de ux P 
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Examples. . d Lo RE t "Lóng- térm: contracts - E RC p 
BAKER PERKINS HOLDINGS EID Four of the companies in, the survey cist their polia 


_ on long-term contracts, three very briefly, and the fourth: 
- at some length. Two companies stated that no profits were - 


| Expenditure on research and development A charged to- , taken ori contracts until completion and one company that 


profit-and loss in the year in which it is incurred. except for 
expenditure on fixed assets which is written off over their 
expe in useful lives. PE | Ex 


Deferre d taxation l 
In all the companies surveyed, the policy on acou fon 


taxation) was stated. With one exception (see examples : 


given below), the policy of maintaining deferred taxation or 
tax aea accounts where required was followed. . 


Examples Cow" X Plo Te 
- ` JESSEL SECURITIES LTD. 
Provision has been made at the current rate of corporation 
'tax on ithe excess of the book written down values of the cost 


: of fixed assets of UK companiés ranking for taxation allow- - 


ances| ver their corresponding tax written-down values... 


æ” 


OCEAN STEAMSHIP CO LTD... ~~’ 


. The g up doe not account for taxation deferred by. ier. : 
ated Capital allowances as, in the opinion of the directors; ` 


the capital allowances available within the group .on its: 
existing assets and on ships in the course of construction or 
for which contracts have been entered into will defer any 
majon l 





Stocks and work in progress 


. The basis for the computation of stocks and work. in pro- 
gress is summarized i in Table 3 
Table 3 l 
No. of 
companies > 


1 


i Lower iof cost and net realizable value P ET 11 


Lower of cost and estimated net realizable 
. value " 


| Lowest of cost, iei realizable value and 


replacement value 


a 4 
Li 


No basi given (value of EI dE insignif icant) . 


Most | | mpanies included i in thé survey give some defini- ^! 


tion of cost, — seas with the overheads included ` 
in cost. 


) 


— 


Example 7 
WILMOT BREEDEN HOLDINGS: LTD l 


the low r. Cost includes app manufacturing eat 
` expe » 


i DUNLOP HOLDINGS LTD "' . 


Invento jes are stated at the lower of cost and. seplacement 
' price i ù the case of raw materials and at the lower of. cost and - 
net realizable value in the case of other inventories and work 
in pro ess. Cost is determined on the basis of ‘first in, first 
represents materials, direct labour and an appro- 
priate proportion. of Oy, overhead i i 


" X 


- 


sani for UK taxation for several years. Te e 


provision: had ` been made for any anticipated losses on 
“long-term contracts. The policy of the last company dealing . 
with this«matter is given in. full in - example below. 


ie EKOIMDIE 
‘BABCOCK AND WILCOX LTD - 
(i) Coniract ‘results ` i 3 
The major part of the activity of the group comprises long- ' 


term contracts many of which by their nature involve ad- - 
. ‘vanced engineering problems. Such contracts are subject to` 


.periodic-detailed financial and technical réviews to:determine | 
the estimated costs of completion, including provisions. for - 
contingencies.’ : À proportion of profits earned on contracts is: 
credited in the accounts as work progresses, any excess costs 
expected to arise up to completion of each contract are assessed . 
during the review procedures and then. eee oo ee 


(ii) Stocks and work in progress 
- Stocks have been valued at the lower of cost and net pete bie? 
« ae "Work in progress has been valued at cost plus a pro- 
“portion of profits earned on .certain contracts, less any 
` provisions necessary to reduce to net realizable value. Cost `- 
consists of direct materials and labour and works overhead, 
including depreciation and pension costs and excludes cost of- 
central administration. The valúe of: work in progress has 
NR reduced by progress Pun: ] 


Auditors' reparte "Les i ; 
.SSAP 2 is effective in abè case Li TT periods - 
starting on or-after January rst, 1972, which.excludes all - 
~. the cases covered in this survey. However, the disclosure of 
accounting ‘policies was covered by the auditors" report. 
. with one exception. ‘There was no qualification 1 in any ‘of the” 
auditors’ reports regarding accounting -policies.—.as, one. 
would expect, since SSAP 2 Was not X Ma | 
Example .  ..^ 7 Oe ee aks 8 
; ' DELTA METAL COLTD' ` E UN 


In our opinion the accounts set out on pages 5 and 6 [State- . 


€ s 


` ment of accounting policies] and 12-25. comply with the Com- -~ 


 panies Acts 1 id and 1967 and give.a.true and fair view of `. 
. :the state of affairs at.January rst, 1972, and of the profit for- 
^ the financial year ended on that date, .S0.far as concerns the: 
" members of the company. Thé.accounts of Midland Electric . 


::' Manufacturing Co Ltd: and of certain overseas subsidiaries 


. -have been audited by other firms. 


It has been suggested-that actual digclosute” un PCM 
` by way of note to the accounts will often lead to excessively 
' yolumirious -notes and consequently to their significance 
X being lost. In these- circumstances a separate statement of ' 


refer specifically to the statement or a cross-reference to. 
„the statement may be included as a note to the accounts. 


n either case the audit report covers the accounts.and the. 


statement disclosing accounting policies adopted. 
'SSAP 2 does not deal with’ ‘accounting . standards for 


individual items, which will be -dealt, with in SSAPs tobe- 
issued in the future. The effect of this will. be tò- narrow. the _ 


. choice of accounting bases and this in turn should. simplify 
the disclosure o: accounting pee) dicet esu 
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accounting policies is preferable. The auditors’ report ma E 
T he valuation is at cost or net realizable value aiee is - g P PI P y 
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^ Appendix. " i 
7z SURVEY. OF DISCLOSURE OF ACCOUNTING | 
Q0 . +. * POLICIES 
Summary of Companies Disclosing 
, Various Accounting Policies ' 
Pod . (Number: of Companies in Survey: 22) 
: W^ eu MB. DE D : No. of 
; sarod nic “Policy companies 
aw 7d. Dooreciation of fixed assets ^ .. , .. 22 
'.. 2. Conversion of foreign currencies , ee 22 
_-. -' 3. Deferred taxation: à; 5 i 22 - 
. 4. Stocks and work in progress - sie 21^. 
, &v Consolidation policies >... . 18 
1:16; Treatment of intangibles such as research d 
^or m rand development expenditure .. . `.. 18 
^ ^S 7. Associated companies: |... x T 17 
-8. Investment grants. . a. T Si 13 
. «5 £19. Sales i 8 
10. eon items and prior years" ad- 
a 6 c Justment 6 
-> 11; Investments | 5 
. 12, Long-term contracts 4 
- 13, Repairs and renewals 3 
" 14..Debtors 3 
| 15. Hire-purchase or instalment ta on. 2 
- 16. Leasing and rental transactions Z5 
. 17; Warranties for products and services , 2 


' Note: This summary covers disclosed accounting policies 
„which are of general interest. Certain companies dis- 
' closed policies related to matters of special significance 
to their operations only, and these policies have been 
` excluded. 


^. Appendix 2. 
' TUBE INVESTMENTS LIMITED AND ITS SUBSIDIARIES: 


ACCOU STING POLICIES — Year. ended December 31st, 1971 


a Results. 
The nus of new subsidiaries are included from their respective 
- dates of acquisition during the year as shown in Note 17 on 
"page 29.'The results of Maschinenfabrik Froriep GmbH and 
Gowshall Ltd are included.for 1970 but not for 1971. 


b. Year- end dates 
The year- -end dates of all subisidaries both home and overseas 
.B8re:at December 31st, except small overseas subsidiaries whose 
results are not material in relation to the consolidated accounts. 


6c Associated companies x 
l The assóciated companies, their financial year-ends and the 
proportion "of thelr ordinary capital owned 2d the group are as 


i 
| 
„follows: - 
Pe : 2 Per cent 
| " Valti S.A. (December 31st) rr vi 40 
"M D.N.N. Aluminium A/S (December 31st) . m 50 
E Tubemakers of Australia Ltd (June 30th) .. i5 13 
Hu na * Round Oak Steel Works Ltd (September 30th) . 50 


`- This list excludes two small sales companies ‘selling goods 
* mainly manufactured by other subsidiaries which have been fully 
consolidated but which would: otherwise have ranked as 
"associated companies. Although the interest of the Group in 
Tubemakers of Australia Ltd amounts only to 13 per cent, with 
the concurrence of the auditors this company has been included 
because in other respects it complies with the definition of an 
associated company and because of the substantial value and 
long-term nature of the investment. r 
„Details of the figures relating to associated companies are 
given in Notes 8 and 14. 


| d Rate of exchange 
ie Overseas currencies have been converted into sterling at the 
market rates ruling at December 31st, 1971. The net ‘difference 
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on Season ‘in respect of changes in rates of exchange 
during the year is taken direct to reserves. 
e intangible assets . 
Expenditure on research and development patents ‘and iade: 
marks, and goodwill is written off in the year in which it is 
incurred. 


-f Cost of acquisitions 
The difference between the cost of shares and the book values 
of net assets attributable to such shares at the dates of aes 
is written off against reserves in the year of acquisition. 


- g. instalment sales contracts 
Profits on contracts exceeding one year are brought into credit . 
over the period of each contract. Balances outstanding at Decem- 
ber 31st on contracts 6xceeding one year amounted to.£2-4 
- million. 


.h Long-term sales contracts 
Long-term contracts, which have a duration in excess of one 
year, are not of material proportions in Tis’ accounts. Credit for- 
profit in respect of long-term contracts is not taken into the 
profit and loss account until the contracts are completed. 


i Warrantles for products or services 
Past experience indicates that any. possible liability i in respect of 
warranties for products or services is not likely to be material i in 
relation to Tis’ accounts. 


j Leasing and rental transactions 
Leasing and rental transactions are not significant in relation to 
Tis’ accounts. 


k Repairs and renewals 
Repairs and renewals are charged to revenue in the year when 
the expenditure is incurred. There is no provision for spréading 
this expenditure. 


| Stocks | 
The value of stocks has been determined by methods of com- 
putation which are considered appropriate in the circumstances 
of the businesses of the subsidiary companies. Generally the 
basis of valuation is the lower of cost and net realizable value. 
THe bases and methods of computation have been applied 
consistently. 


m ‘Depreciation . 
Depreciation of fixed assets is on & straight -line basis calculated . 
at annual rates estimated to write off each asset over the term of. 
its useful life. The rates generally in use are as follows: 

(i)' Freehold buildings are written off over 50 years and freehold 
land is not depreciated. 
(ii) Leasehold land and buildings are written off over the period 
of the lease. 
(iii) Plant, n and equipment are written off at 7$" per 
cent per annum. 


LI 


DUNLOP. 


ACCOUNTING POLICIES — Year ended December 31st, 1971 


The accounts of the Duniop Group set out on pages 15 to 24 have been 
prepared on a basis consistent with the common accounting principles 
adopted for the purposes of the Dunlop Pirelli Union. 

The main features of the policies followed are: 


Fixed assets ‘ 
Fixed assets are stated at cost or valuation before deducting govern- 
ment grants and include all expenditure of a capital nature. 

Depreciation i is provided on the straight-line basis at such rates as will 
write off the cost or valuation of the various assets over the period 
of their expected useful lives, ` 


Investments in associated companies. 

The profit or loss proportionate to the group’s holding in associated 
companies, being companies, other than subsidiaries, in which the ` 
investment amounts to 20 per cent or more of the equity and where 
significant.influence is exercised over the companies concerned, has 
been included in the profit and loss account except in the case of the. 
Japanese investment due to the absence of consolidated accounts 
for that company. Condumex SA has been included as an associated ' 
company because the combined Dunlop and Pirelli shareholding 
amounts to 31 per cent of the equity. The appropriate share of the 
retained profits or.losses of all such associated companies: accrued . 


` 
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N | | FEDERATED PENSION SCHEMES 
- qmill the org new plans; and however large or 
the organisation, the advantages of an FPS. 
plan will almost certainly prove considerable to. 
bot employer and employee. ` i 


| Maximum Benefits 


Because FPS is non-profitmaking, its plans 
offer greater benefits in relation to costs, than. 
corm arable schemes. 


t 


Experienced ánd proved, 


. management 
_. ..]|| FPS was founded 45 years ago andi ‘Is dai 
| identified with the.social services. S: nilar.plaus- 
` istered by it have kept ahead of l'inflation. 


- T | 





Administrative simplicity ` 


| The employer will have little to do ioni 


remitting contributions to FPS and notifying - 
y of staff changes.” ^. 


“Flexibility ^ 00007 


The plans offer wide transferability. rights 





Pensions are based on years of service and' 

ry at retirement.They may be taken partly i in. 

. lump sum form and may be increased after . 
‘retirement to counteract inflation. 
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Equitable benefits PME B 
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| tbid tax provisions . 

` Employeesreceive full tax reliefon their |^. 
contributions and employers’ contributions rank °°: 
vas a business. expense. boe 


_.The backing of the RNPEN - 


The plans are arranged in association with 


| at.d have the backing of The RoyalNationdl == =| 


“ Pension Fund for Nurses(founded 1887), a ' - ^ >. 
.. specialised mutual life assurance dnd with - 


assets of £50 million. .  . uu "Ww w P 


_-Whos eligible? ` 


Any employer npe di in asocial service — 
and commercial and industrial employers ics 
^employees working i ina EPHBLOD capacity (e: E 
factory nurges). 
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- To: Federated Pension Schemes, 
. Rosehill’, Park Road, Banstead, Surrey. 
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Please send me full information on FPS's new pr. 
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Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 


Plant and Machinery 
Fire Loss Assessors. 
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20 Hanover Square, London wir oan Tel. 01--629 8171 


Edinburgh: 8 Charlotte Street, Edinburgh Eu? 4pR Tel. 031 
Hereford: 14 Broad Street, Hereford Tei. 0432 3087 


-226 7147 


-A FOOLPROOF SYSTEM TO REMOVE 
ped OIL'ASPECT OF VAT - 


~All Accountants must obtain details of VAT B4 SE 


Ones you have seen how simple this een is to oeie you . 
will have no hesitation in recommending that your client, or your 
firm, should adopt it. With VATEASE nothing is left to chance, yet 

, everything is easily recorded and easily checked. 
^ Accounting practices will almost certainly be overwhelmed b 
i the problems which. VAT will creáte for their clients. Thousands of 


i ^ small businesses will simply close down (as has happened in Europe) ` 


". under the mental fatigue and physical pressure of handling VAT. 
‘- VATEASE was designed by an accountant who foresaw the anguish 
' for both his clients and his staff, and the severe problems AO his 
practice which VAT would bring. : i 
, The VATEASE system has been perfected andi is now obeng 
marketed for the benefit of all accountants and smaller businesses, the 
cost of the system-is little more than the cost of the stationery involved. 
i ° X i 
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VATEASE FOR SPECIAL NEEDS 


Retailers (Standard). For outlets’ 
dealing in Standard Rated or, Zero 
Rated goods, VATEASE caters also 
for Services and Own Hire Purchase 
complications. 

Retailers (Special Scheme 2). 
VATEASE incorporates the 
adjustment required for goods for 
own consumption.and other 
transactions, as well as the special |. 
output tax calculation. 

Retailers (Partly Exempt). Sub Post 
Offices for example, may be run 
with other business dealing in 


———Ó— ——Ó—M——Ó —— ÁÀ— À 


I. Constoke: Ltd., Jackson Street, Burslem, StoKe-on-Trent. 


Retailers (Standard) ; 
Retailers (Special Scheme » 


| Send specimens of VATEASE 
for the following items 


* 
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Standard Rated goods, VATEASE 


caters for these situations, as a part 


of the previous two schemes! 
Publicans.Standard Rated bar sales 
and coin/op machines, exempt slot 
machines, etc., all easily dealt with ` 
by VATEASE. 

Farmers.Zero Rated farming outputs, 
with Standard Rated services, and 


‘perhaps Exempt land lettings; 
‘claiming input tax on machinery 
purchase where outputs are less than 


£5,000. VATEASE takes all these : 
jnto account. 





(delete as required). , Publicans / Farmers. 
l | Specimens at specilal-price of 70p per. copy until 28th February 1973. ! 
l l I,enclose cheque value o to cover —,---items. 
I Name 
i Practice : 
I Address 
BERND NEN t 
ILI e—e—————————— wu: u- E HUM MEM XU 


1 


"p. "February 15th, 1973 >. 
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since thejdate of acquisition has been adjusted on the book amount of | 


the investments in the consolidated balance sheet. 
Audited accounts for the year ended December 31st, 1971, have 


been used for all principal associated companies except Wheels : 


india Ltd for which unaudited accounts for the calendar year have been 
used. 
As the group's holding in Dunlop Australia is less than 20 per cent 


it can nó longer be treated as an associated company; consequently 


the credit to profit and loss account in respect of iricome from this 
company|has been restricted to dividends received during the year 
and the coresponding figures for 1970 have been adjusted accordingly. 


Inventories 


Inventories are stated at the lower of cost and replacement price in the 


case of raw materials and at. the lower-of cost and net realizable value: 


in the case of other inventories and work in progress. Cost is deter- 
mined on the basis of ‘first in, first out’ and represents materials, 
direct labour and an appropriate proportion of factory overhead 
expenses. 


Government grants 

Grants received or receivable from governments or other bodies 
towards the cost of acquiring fixed assets are credited to profit and 
loss account by instalments calculated at the same rates as the déprecia- 
tion on the assets to which the grants relate. 


Severance indemnity fund 


Where severance indemnities are payable to employees who are 


entitled to them under local law, employment contracts or local 
custom, full provision is made, by appropriate charges against the 


From (ime to time, strong arguments are put forward 
Importers of goods into this country should make 
their en | insurance arrangements. The advantages to be 
gained fr m. this are that the insurance will be arranged 
through one's own insurers and through one's own brokers. 
Asa result, should it be necessary to make a claim under the 
insurance, achieving a satisfactory settlement should be 
simpler and quicker than if the policy had been arranged 
by the exporter with insurers selected by that firm. A 
further point, which often is overlooked, is that añ import- 
ing company, by making the insurance arrangements 
itself, can ¡make sure that it has the exact cover which is 
required. 
.. Another drawback which can be met if the 1 insurance is 
arranged :by the exporter is that the insurance may ter- 
minate at the port or airport of arrival, whereas an importing 
company . needs cover to its own premises. Where this 
situation . arises, often the additional protection can be 
obtained only by extending the overseas policy, or by 
arranging 4 separate insurance. 

The former course may prove to be impracticable, either 
because the foreign insurers refuse to extend the policy, or 
, simply because of the delay involved in communicating 
with them: On the other hand, it is an unfortunate fact that, 
should the latter course be adopted, it can prove difficult 
‘to determine whether a loss arose before or after landing — 
and thus which i insurers should settle the claim. Clearly, it 
difficulties like this should arise, it may prove more satis- 
factory for one policy to be arranged for the whole transit. 

Where 1 in urance for the transit is arranged by! the overseas 
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profits of each year, so as to provide for mig a Polon liability 


. atthe year-end, — 


Taxation 
Taxation is charged against profits on the basis of the profits Eomplited 
in accordance with these accounting policies and is calculated at 
the appropriate local official rates of tax. Included in the amount of 
taxation charged against profits are appropriate amounts tor taxation 
equalization, 

Provision is not made for additional taxation which would be payable 
in the event of profits retained by overseas companies being dis- 
tributed as dividends. 


Lá 


Exchange rates 

Profits, assets and liabilities in foreign currencies are, in general, 
expressed in sterling at the rates of exchange ruling at the year-end. 
In some cases rates of exchange have been used which are less 
favourable than the official market rates in order to reflect a more 


. realistic position having regard to the special circumstances in certain 


countries. 


Research and development: 

Expenditure on research and development is charged to profit and loss 
account in the year in which it is incurred except for expenditure on 
fixed assets which is written off over their expected useful lives. 


Change of basis in accounting 

The adoption of the above accounting policies in 1970 would have 
increased the profit attributable to Dunlop shareholders for that year 
from £9-1 million, as published, to £9-9 million. 


M 


Aspects of Cargo Insurance 


by Our Insurance Correspondent 


exporter, the insurance normally covers only the invoice 
value of the goods and charges up to the time of landing. 
While this may be considered reasonable, it.must .be 
remembered that, although a small percentage may be 
added to cover incidental expenses, usually no provision 
is made to increase the insured value so as to cover import 
duty and surcharges which aré payable by the importer 


. When the goods actually arrive in this country. 


There is much to be said in favour of these charges being 
insured under the main policy. Since the aim should be for 
the main policy not to terminate on the arrival of the goods 
in the country of destination, but to continue until they.are 
safely on the buyer's premises, there is clearly a risk that the 
goods could be landed (and thus incur the duties and 
surcharges) but not be delivered intact to the premises of 
the buyer. 


Separate policy may be necessary 


Where an importer is responsible for the insurance, no 
undue difficulty should be met 1f arrangements are made for 
these duties to be included in the policy. If, however, an 
importer is obliged to buy on c.i.f. terms, it will be neces- 
sary to arrange a separate policy in this connection. 
Thought needs to be given to the whole question of delay. 
Often, forward planning may be carried out so carefully 
that the normal types of delay which one can expect may 
have little or no real financial effect. ' 
On the other hand, if the delay of imported goods could 
be serious, with the result that there might be the interrup- 
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tion of a production schedule, or an important order might 


be missed, some form of consequential loss insurance may 
be needed. Generally speaking, it is usually most satisfac- 
tory for any additional insurance along these lines to ‘be 
arranged in conjunction with the main policy covering the 
goods against loss or damage while in transit. 

Another contingency which needs to be considered 1s the 
' question of strikes; so far as shipments by sea are concerned. 
Many contracts of carriage allow a shipowner, in the event 
of a strike at the discharging port, to unload the goods at 
"another port which may not even be in the same country. 

A point which is not always fully appreciated is that the 
` discharge at the substitute port constitutes full delivery so 
far as the shipowner is concerned. This means that there is a 
possibility that an importer could be faced with meeting 
. the cost of storage and on-carriage after the strike. 

It is possible to insure against this type of unexpected 
expense. A strikes additional expenses policy indemnifies 
_an-importer for charges’ of this kind. Usually, the limit for 
- this type of insurance is 20 per cent of the c.i.f. value of the 
» goods, which in most cases should per more than adequate. 


ll s position 


` Looking at the other side of the picture — the position of 
the exporter — there are various points which should be 
watched. For instance, if the sale 1s being made direct to a 
buyer on f.o.b. or c. & f. terms (so that the importer is 


| responsible for the insurance during the transit) without an 


irrevocable letter of credit, a special insurance should be 
"arranged. ` 

This is known as ‘seller’s interest contingency insurance’. 
The need for this additional insurance arises from the fact 
that although an exporter has an insurable interest in goods 


' under a.c. & f. sale or a c.i.f. sale until they are over the 
— V Ship's rail (whereupon the buyer has the insurable interest) 


. the exporter retains an interest in the goods being exported 
‘because ownership is not transferred until the documents 
are accepted by the importer or his agent. 

Where a sale is on c.if. terms, there should be no 
‘problems. This is because the marine insurance policy is 
effected to cover the interest of the seller and, by implica- 
tion, that of the buyer also. If, therefore, goods being sold 
. on c.i.f. terms should be lost after loading but before the 
documents are accepted by the importer or his agent, the 
exporter can require the importer to take up the documents; 
.. pay the price and, if the loss is insured, the exporter is able 


. to collect the claim under the policy. 
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Should the importer reject the documents or the goods, 
_ the exporter has a valid marine insurance policy covering 
the goods. Admittedly, it will not help over the actual 


; rejection or meet any additional expenses which may be 
., incurred. Nevertheless, some or all of these expenses may 


| be recoverable under a credit insurance policy. 

The reason for taking seller's interest contingency 
insurance is that, when goods are sold on £o.b. or c. & f. 
. terms, should the rejection of the shipping documents or 
of the goods prove valid, the risk and ownership will revert 
to the exporter. Clearly, the position could be serious if 


. the goods should be lost or damaged. 


. Sometimes, contingency insurance of this type is 
. arranged i in conjunction with the transit insurance for the 
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| goods which covers them until they are loaded on board the 


carrying vessel. Ín this event, once the importer's insurance 
attaches, this contingency insurance goes into suspense. 
If, however, the sale should be repudiated by the importer 
during the course of the transit, this contingency insurance 
will attach retrospectively to the commencement of the 
voyage. Thus any loss of or damage to the goods caused by 
insured perils will be covered., _ 

If the exporter has to arrange for the goods to be returned, 
stored or moved elsewhere, usually a policy along these 
lines can. be extended so as to provide the necessary full 
cover. This insurance, however, covers only the. risk of 
physical loss or damage. No claim will be payable under it 
for the various extra costs which will be incurred after the 
reversion of the goods to the exporter. 


War risks . 


War risks for cargo generally are written by insurers 
together with the marine risks. ‘There has been plenty of 
criticism of underwriters for charging a comparatively high . 
rate of premium. for war risks for local voyages. Under- 
writers point out that one of the reasons for this is that an 
advisory cargo scale of premiums is published and has to 
be acceptable internationally; secondly, the point is made 
that underwriters must build up premiums so as to meet 
future catastrophes. After all, in essence, war insurance is a 
‘catastrophe’ insurance. 

The chief exclusion applies to loss or damage due to a 


~ hostile nuclear detonation. This appears to be intended to 


demonstrate that, should there be a nuclear conflagration, 
insurers might not necessarily be available to meet their 
losses. 

Apart from that exclusion, once the insurance has been 
arranged, no subsequent changes can be made by under- 
writers. Whatever rate of premium has been fixed will apply 
for the whole voyage. Normially, if a vessel is sailing to an 
area of particular danger, a rate will not be quoted more than 
seven days in advance of sailing. 

One of the difficulties faced by underwriters in connec- 
tion with this, and fixing the published rates for shipments 


to certain defined hazardous areas, is that the vessel may _ 


not reach the area in question for, say, a month after sailing. | 
Furthermore, a vessel with cargo for a- non-hazardous area 
may very well call at ports in a hazardous area on the, way. 
In the normal course of events, no extra premium would be 
charged in respect of the interest bound for the non- 
hazardous area. 


Unfair penalty 


In theory; if a shipper knows that, a vessel will call at. 
one or more ports in a hazardous area in this way, under- 
writers should be informed. Equally, in theory, under- ` 
writers are entitled to charge an additional premium in the 
circumstances. In practice, a shipper may very well not . 
have this information in advance. Furthermore, under- 
writers feel it would be unfair to penalize a shipper taking 
the right line, but not others who might conveniently 
overlook this aspect or feel that underwriters should be 
aware of the position themselves: Often, therefore, in 


practice, underwriters are grateful for this information, 


but do not charge an additional premium. 
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Computers: Where Will the Growth 


ATAFAIR 73, the once-every-two-years gathering of 

computer men and the interested public which will 
be staged again this year at Nottingham University, will 
show up in sharp relief the sheer and astonishing size of 
the industry, reflected in the range of applications described 
and discussed in the conference sessions as well as in the 
bewildering variety of equipment on show in the associated 
exhibition. Ten thousand visitors are expected to descend 
on Nottingham in the three days from April roth—12th to 
dissect an industry that is now one of the world's largest 
but two decades ago was hardly in existence. 

They do so at a time when the industry in the UK is at 
last showing signs of emerging from what, measured against 
the standard of its earlier growth, were two rather lean 
years. Would the good times and the heady growth rates 
of the sixties ever return? Where would the growth come 
from? Was the market perhaps reaching saturation? These 
were the questions being asked in some quarters at the 
time of the last Datafair in 1971 when the bottom seemed 
to drop out of the computer market. Slimmed down to 
three days against the five of previous Datafairs, but still 
containing the form and features of earlier programmes, 
Datafair 73 is poised to crack the doubting ‘Thomases 
firmly on the head. The industry is alive, kicking, growing, 
bursting at the seams. 


Market forecasts 


To set it in context, consider the following forecasts which, 
since the industry is international, are set against the 
world backcloth. In 1970 there were some 50,000 computer 
sites around the world; in 1975 there will be 100,000; in 
1980, 150,000. The growth will continue at a significant 
rate over the rest of the 2oth century; at 12 to 18 per cent 
during this decade; 1o to 15 per cent during the eighties 
and 8 to 12 per cent during the nineties. ‘This growth will 
be greater than any other world industry and its moving 
forces will be the search for long-term productivity as a 
prime way of coping with the growing pressure on resources 
and long-term world inflation. 

The growth will come principally from the many 
thousands of small companies that have had no contact with 
computers and mostly think computers are for the big boys. 
These companies — those with less than 500 employees — are 
in for a pleasant surprise. Computers may be powerful and 
sophisticated pieces of equipment that border on the 
miraculous, but all the emphasis and the talents of the 
computer industry have been directed in recent years to 
the objective of making them easy to use. If it were true in 
the past that you needed to be a computer expert to run a 
computer system successfully, it is most certainly now no 
longer true. 'The huge investment that manufacturers have 


Come From? 
by BARRY KELLY 


made in 'application packages' or generalized systems that 
can be readily adapted to individual user requirements and 
run on the computer, has been the main spearhead in the 
drive to make computers simpler to use. 

All the power and the applications expertise that 
thousands of new computer users need is available. The 
rest is a marketing job. What the computer manufacturer 
now has to sell to potential users is the practicality of 
computing. Not that computers are endowed with some 
sort of magical property that will be an immediate cure-all 
to the problems facing industry and commerce. The intro- 
duction of a computer to a business has to be planned. 
There must be clear objectives in mind and a determination 
on the part of management to see the system through — it 
won't just happen of its own accord. But a planned approach 
where the new user learns to walk before he tries to run 
and takes on applications step by step, consolidating as he 
goes, will bring its rewards, not only in the efficient day-to- 
day running of the business but in the much enhanced 
possibilities for management control that are inherent in 
computer systems. 


‘Upgrade’ facilities 

As the needs of the business grow, so the computer 
system can be expanded to cope with the new situation. 
One machine, because of the range of ‘upgrade’ facilities 
available from all computer suppliers today, can suit a 
company now and in the future. In the past, companies 





All the emphasis and the talents of the computer industry have been 
directed in recent years to making computers easier to use. One 
development that has come out of this is the time-sharing terminal 
giving access over telephone lines to large computer complexes. 
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P. . could find that they were left with obsolete equipment on 


their hands as manufacturers brought out their new 
ranges. The investment that manufacturers as well as 
users now have in equipment in the field is of such 
enormous proportions as to render this situation out of the 
question for the future. A growth path through an existing 
range of machines and on to any new range on the drawing 
boards is now the consideration that is uppermost in the 
.. manufacturer's mind as he nurtures his ‘customer base’ — 
= the key to his continued well-being. 

.. . Datafair, as a gathering of computer professionals, 
inevitably focuses on the latest developments in hardware 
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and software, the advanced and the esoteric applications. 
To the casual visitor, there will be much that will be 
frankly meaningless. But the industry is more aware of its 
shortcomings in this regard than it has been in the past. The 
British Computer Society’s President comments in the 
Datafair 73 literature: ‘Many thousands of people within 
the computer industry travel far to attend every Datafair. 
But Datafair is equally concerned with non-users. . . 
Datafair is for everyone.’ The message that will ring out 
from Nottingham in April will be from a confident industry 
saying to the non-user ‘Let’s meet, we’re going to be import- 
ant to each other in the years ahead’. 








Preparing for VAT 





virtually made for us’. Whilst the national decision may influence 
a number of local decisions, the smaller local chambers of trade 
are advised to consider whether potential savings in input tax are 
likely to justify ‘the inconvenience of having to maintain the kind 
of records required by officialdom’, and the extent to which in- 
dividual members are likely to be penalized by non-registration. 

As a result of the national decision, membership and affiliation 
fees will be subject to VAT at standard rate as from April rst, 
and members and affiliated organizations are being urged to 
settle outstanding fees, or even to pay in advance, before that date. 

Three options are available, in general, to trade associations. 


3 i First, if their total transactions do not exceed £5,000 per annum, 
B. CBI P roposes Changes they need not register. Secondly, they may register for taxable 


i SEVER AL changes in the VAT structure are proposed by activities but not for subscriptions — in which case VAT incurred 
the CBI as part of this year’s technical Budget representa- on running expenses cannot be reclaimed; or thirdly, they may 







DI EEE od oreo PER 


tions to the Chancellor of the Exchequer. Foremost is a claim 
for VAT relief on bad debts. The Customs and Excise view 
_that relief for VAT input will already have been given to the 
defaulting debtor is criticized as favouring the wrong person. 
The onus should be on Customs and Excise, it is argued, to 
recover the tax from the defaulter — who would not necessarily 
be bankrupt — and in cases of bankruptcy the department 
should be treated as a preferential creditor. 

The CBI is also critical of the proposed disallowance of VAT 


register the whole of their operations, including subscription 
income, and will be eligible to reclaim input VAT on all other 
than generally-excluded transactions. 

The National Chamber of Trade recognizes that trade 
associations generally, irrespective of whether or not they are 
themselves registered for VAT, are likely to receive VAT 
queries from their members. For this reason, ‘links with the 
Customs and Excise officers will prove invaluable, and dis- 
cussion on the chambers’ own situation could establish the 


b. input on business cars and entertaining; 'the denial of the input pattern for future co-operation’. 

| deduction for VAT borne on these items cannot be justified 

B if they are a business expense, nor should moral or social Second-hand Goods 

. . considerations dictate whether input tax should be deductible rog 

- or not. The virtue of VAT is that it should be neutral in its TT in second-hand goods will in general be 
B. incidence before the consumption stage’. In other circumstances, liable to VAT, although in the special case of works of 


art, antiques, scientific collections and motor cars, provision 


me 


it has been pointed out before, the Customs and Excise depart- 
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ment has been reluctant to bind itself by reference to Inland 
Revenue precedents. 

VAT disallowed to a partially exempt trader, it is submitted, 
should be allowed as a deduction against taxable profits without 
_ the need (as proposed by the Inland Revenue) for transactions 
to be identified back to the original invoices for allocation between 
_ Capital and revenue. Such tracing back is likely to pose formid- 
able administrative burdens, and would involve traders in 
keeping VAT records additional to those required for Customs 
and Excise purposes. The CBI is also asking for the provision 
of a two-year period for final settlement of purchase tax after 
March 31st next, with a further extension in respect of bad 
debts if the need arises. 


Trade Associations and VAT 


Fi with the alternative of incurring irrecoverable VA'T 
of the order of £2,000 per annum, the National Chamber of 


_ Trade recently announced its decision to register for VAT. In 


the words of the Secretary, Mr L. E. S. Seeney, 'the decision was 


has been made for the tax to be levied on the dealer's margin and 
not on the full sale price (The Accountant, January 11th). 

Similar schemes, it was announced in Parliament recently, 
are in preparation for motor-cycles and caravans (other than 
those zero-rated under group 11, Schedule 4, of the Finance 
Act 1972) and the necessary statutory orders will be promul- 
gated as soon as possible. 


More for the Bookshelf 


T many people, it is claimed, still do not know how they 
will stand with the introduction of VAT on April 1st. With 
this in mind, and following the publication of earlier VA'T hand- 
books by the English and Scottish Institutes (The Accountant, 
October 26th, 1972), the Association of Certified Accountants has 
published Value Added Tax — Law and Practice (Gee & Co, £1-30) 
as ‘the most up-to-date and authoritative publication on VAT". 
In addition to all major points of the VAT legislation, it in- 
cludes worked examples, a glossary of VAT terms, lists of official 
material and the VAT Tribunal Rules (SI (1972) No. 1344). 
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inyour wife's Mini? | 


(That's the sort of advantage your clients may be giving their rivals 
| | if they arg running their businesses without factoring.) 


| You consider that an exaggeration? ` possible advantages of factoring. For, very often, 
Then you're probably thinking of factoring as it factoring produces an improved cash flow and 
used to be. Before the National Westminster Bank: immediate liquidity that enables businesses to. 
established Credit Factoring Limited — and brought expand without going outside for capital. Obviously 
a new professionalism to the industry. this can be of crucial importance to rapidly ex- 

‘| So open your mind, if you please, and contem- : panding concerns that.want to make‘the most of 
plate the variety of invaluable services that Credit present opportunities, 
Factoring can provide for many of your clients . Lastly, an odd, intangible, but quite significant 
e Clockwork- regular payment of all invoices at spin-off from your clients using Credit Factoring is 
agreed. maturity dates — or, if they want it, . that their customers are pleasantly impressed. They 
immediate payment on delivery or shipment. | appreciate the smooth efficiency brought to their 
n Blue- chip advice on their customers’ credit- dealings with your clients, and, like most business- 
worthiness — backed by 100% guarantee against men, they are increasingly aware that using a factor 
bad debts. . . speaks well for a firm's reputation and awareness of 
e Administration of their sales pisse with an modern trends. 
alacrity and.precision attainable only with special- .. |: If you think that some of your clients might 
ised computer techniques. (This alone will-often ; benefit, find out more about Credit Factoring. Con- 
save them more money than Credit Factoring's . tact Chris Blower, Smith House, Elmwood Avenue, 
modest charges cost them.) . Feltham, Middlesex (telephone 01-890 1390) or 
e Coping with all the V.A.T. problems that arise on your nearest NatWest branch manager. It could be 
their selling operations. the way to shift your business into top gear. 
e A wonderful smoothing of the way in their Com- *Our subsidiary Credit Factoring International 
mon Market and other export transactions.* They. | td. has offices in Benelux, Canada, Denmark, 
maintain a single sterling account with Credit Finland, France, italy, Republic of ireland, Sweden, 
Factoring. Currency difficulties, customs duties, . Switzerland, U.S.A. and West Germany. Also local 
language problems, local collections — all the p in all other principal world markets. 


VII 


vagaries of foreign trade are handled for thern, while 
ii receive regular payments right here at home. . €» iw» Credit Factoring Limited 


Even that imposing list doesn't cover all the A member of the National Westminster Bank Group 


| 
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z^ 7T ' im bonus on their Personal Pension Bonds. ` 
aD ^ ‘As a result of the latest actuarial valuation, the `. 
",". '"'. vesting bonus is increased from £1% perannumto — 
re £2% per annum of the basic pension. This means that © 
on. MH projecting the estimated total pension at pension ` 
..," . agewecannow adda total of 5% to the basic pension , 
*^"..' foreach year up to pension age (interim. bonus of 3% 
"v per annum plus vesting bonus of 27; per annum). The 
. 7 ". ; interim bonus also continues to be added after the i 
= pension bas commenced. 


Amount of pension (to nearest £) for men retiring at 66 
paying a premium of £100 a.year from different ages of 
entry including interim bonus of £3% per annum and an 

, additional. vesting bonus of £2% per annum. ~ 


"TD ` 
ME 


4 SU fs ge g E increasing annually 
"U suum. PM uu |. by interim boses : 
additions to producs a |. ' 
Total Pension of: |- 


Cash imis at 
pension age . 


If you salact age 66 as yoor retirement age then tha figure shown In column 3 is 
the pension which will commence on your 65th birthday. Columns 4 aad 5 show — 
the effect of bogus additions after yout pension has: commenced. The figures in 
‘the fine! 2 columns sbow the tax-free lump. sam asd revised commencing pension 
at present rates, Hf you choose to commute part of your normal pension for cash. 


<- self- M edel : 
z D  ineAssurane double thevesting bonus ontheir 
2 LIT. . Personal Pension Bonds,  -. 2 


T Time Assurance AU announce.an increase ! 
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e Time hegre Seay: rates shave BINE been 
T considered. good by those who know about personal ' 
. pensions; this latest bonus increase improvesthem ` 
Jsstill farther and of course it also increases the tax free ' 


"cash sum available at retirement.  -- 2 


For example a man aged 40 next biithday | pay- ' 
ing an annual contribution of £300.can now expect 
_ astárting pension at age 65 of £3,008 perannum (an . 


‘increase of £340 per annum)-or he could take a tax- - : T 


. . free cash sum of £6,698 (an extra £758) and a pu T 


of £2,233 per annum for life. EX | 


M So.do your self-employed clients a ‘favour by - 
-giving them. a quotpon for a Time Assurance Pension’. 4 
8E Bond. e" 


You'll be doing yourself a | Eon too: our 
commission rates are realistig and take account of te 


2 cost of your service. 


2 ' Send the coupon below for complete: agency 
details and a full set of rates for men and womenat -' 
all ages. 5 ; : | 205 

A TO: TIME ASSURANCE SOCIETY. 

| 56 Moorgate, London, EC2. Tel. 01-628 7546/7. 


| Manchester Office: 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7298/081-624 9955. 


. Scottish Office: 6 York Place Edinburgh 1. Tel: 031-558 3895 


‘Please register mojus as Agent(s) of Time Assurance Society, 


and send 8 add d Pénsion Bond literature. 
TA/FEB 15 
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Environmental Responsibilities of 


t 
i 


Eus CHINA. CLAYS, whose 1971—72 accounts form 
this week's reprint, is an organization which takes its 


"eq 549 ‘9 


responsibilities seriously — and as a winner of mineral resources 
. from the land, ECC carries more responsibility than most. For ` 


the third successive year Lord Aberconway, ECC's chairman, 
devotes a considerable part of his statement with the accounts to 
this aspect of the company’s operations. 

The company needs to continue to use ‘sympathetic judgement 
in balancing the needs of this country: on the one hand it needs 
to trade internationally to live (and china clay is an export of 
considerable significance) and it needs to have roads and 
buildings, f or which mineral aggregates are essential, while on 
the other hand it needs to preserve its heritage of beauty’. 

Last November the Lee Moor planning inquiry enabled the 
company to'pursue its planned developments for another 25 
years, although the Government has maintained that 60 years is 
a proper span for mineral planning. The Government took up 
the company’s suggestions for grassing over tips and reducing 
their angles of slope, although naturally without acknowledging 


that this was, in fact, the company's suggestion and not the ` 


Government's. Lord Aberconway pays tribute to the construc- 
tive help of Cornwall County Council officers and recounts the 
progress made physically in terms of landscaping and pollunen 
avoidance schemes, 


Revaluation ' 


The problems, associated with disposal of waste from workings 
is exemplified'in the company's need to dispose of ten million 
tons of waste sand a year from china clay workings — four tons of 
sand being produced for every ton of clay won. For the first 
time, china clay sand has lately been used as a granular fill or. 
sub-base material for a major road development. For many 
years such sand has been used in concrete blocks and other 
concrete prodücts, and ECC use it for their own civil engineering 
purposes. But'it is heavy material, transportation is costly and 
the radius of economic use limited. 


Lord Aberconway suggests that 'so wide is the reach of 


Treasury beneficence and subsidy that aid in transporting such 
a valuable waste, to avoid destroying virgin land elsewhere, is 
surely a proper‘ function of government’. But there is: talk of 
` closing the railway west of Plymouth because of lack of traffic. 
"Transportation of bulk materials over a long distance is surely a 
function of the railways' and to deprive Cornwall of its railway 
would effectively deprive the country of a ready source of 
material which otherwise could be won only by destroying land. 

Land in terms|of mineral rights is ECC’s major asset and UK 
properties and mineral rights were last valued by the group’s 
staff of chartered/surveyors on a “going concern’ basis at £26:55 
million, which showed a surplus of {12°35 million on book 
values. The net cost of additions since then has been £1152 
million and there is in progress by the group’s staff, in association 
with outside val ers, a revaluation of overseas as well as UK 
assets. 

The revaluation will be completed later this year and subject 

| 


| . English China Clays 


to the further.consideration of any disadvantage which might 
arise from writing up asset values in any of the group's overseas . 
companies, the revaluation will be incorporated in the 1972-73. 
accounts, 


Record Drafts 


Net additions of {11°52 million since October 1967 to assets 
valued at £26:55 million indicate a strong rate of capital spend- 
ing. During the 1969-71 period, spending was particularly heavy 
and turned on a major rationalization and modernization of the 
Clay division. A recession in demand, particularly from the 
paper industry, necessitated the Clay division's reorganization, 
but in 1971—72 the results were seen. 

' Only late in the year did clay demand from the paper industry 
develop again, but such was the worth of the capital programme 
that group profits over-all reached a record £14:2 million which 
was more than £2 million higher than the previous best in 
1968—69 and, what is more, was reached after writing off over : 
4,900,000 of losses in civil engineering. 

. In 1970-71 the civil engineering contracting subsidiary made 
a profit of £9,000 but an improvement was expected for 1971—72. 
In the event, losses were incurred and the position of several 


long-term contracts worsened. The provision of £904,000. . 


covers all estimated losses on contracts on the books, as wellas : 
provisions made and losses incurred on. contracts completed. ` 

No credit has been taken for variation orders not yet received. 
and evaluated, nor for extras either claimed and not yet agreed, . 
or to be claimed. Save for one not due for completion until 
June 1974, all contracts on the books should be completed by 
next August. The company is withdrawing from the major arid. 
medium-sized civil engineering contracting field and has. 
ceased to tender. ‘The organization has been reduced in size and. 
in future only minor contracts will be undertaken. pos 

The directors’ report shows the results of civil engineering 
contracting separately from those of the rest of the Quarries 
division. 


Big exporter _ | 
Turnover and profit before taxation by divisions included in the 


- directors’ report is shown in our reprint. Apportionment of 


parent company's expenses over the trading divisions allows a — 
direct comparison with group pre-tax profits. 

The analysis of turnover shows the extent to which ECC 
is an exporter, with getting on for 75 per cent of Clay division 
turnover in the form of UK exports. At home, clay production , 
is being concentrated into the new, larger and more economic 
units, with older installations either phased out or relegated to 
reserve capacity. It is this that now makes the division more 
sensitive than before to shifts in demand. 

In ECC's other areas, the Quarries division will benefit from 
Ms motorway development in Devon in the next few years and 


almost £r:r million has been paid in cash and shares for a. : 


Devon and Dorset sand and gravel business. The building 
division has entered the European housing market cautiously 


xt 
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in án pinda systems project : near Brussels, undi in North . 
Wales, at Prestatyn, has entered the leisure industry i in a-caravan. 
~and camping _ centre venture. The results, Lord Aberconway: _ 
= Says, ‘give rise tothe likelihood of our becoming more involved ` 


= in the development and operation of such enterprises’. ~ 


‘But the bulk of ECC’s business is in china clay, and overseas 
"that means gétting as close to markets as possible to minimize - 
-costs ‘and, also:to contain within reasonable.limits the scale of . 


: operations in. places where excessive-. additions to already 


" heavily concentrated mining and mining ue would involve , 


ae problems ‘of ‘environment. 
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Allied Breweries ` TELE | pen 


MEET on merger and deal on deal Lian bu beds .to 
make the Allied Breweries group a massive organization: 
.. One illustration’ of the size is that on the basis of the 1972 
accounts an intended increase in the board's borrowing powers 
- from twice,the,sum of paid-up share capital, share premium 


',- account and capital redemption reserve fund. to one and: three- | 
^^ quarters the sum of the share capital and adjusted consolidated 
reserves of the group’ .will increase the over-all POW InS 





Bie gana) from £256 million to £394 million. 
" The section in the report headed 'Key features ‘from’ the 
> “group accounts’, provides a decidedly useful précis of the. group’s 
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‘chief executive ‘of Allied Breweries 
` Brown, c.a., who is also on the board of Allied International 


MIEL MCI ; 
dene eat : 
ments and loans frorn £17 million to NT million follows the 
acquisition ‘of 26 per cent of thé equity and 4, per cent of the 
convertible loan stock of Trust Houses Forte. The’ investment | 
is in the Allied Breweries’ books at. £40,054,000 against” a - 
market valué of 445,049,000 and income in the bast aet was , 
£3 million. 

Excluding thé Trust Houses bone Dae and: further 
investment in Australia, group capital expendituré , last year: 
‘amounted to {£27 ‘million, against end-year commitments of: 
£53 million. The latter figure is £13 million higher than s 
and {23 million higher than 1970.' 

. À strong liquid position has been maintained with anid. 
expenditure financed from internal resources and short-term 
bank facilities. Cash flow is now over £26 million annually and : 
in the past year-£11-3 million was realized from sales. of proper- < 
ties, investments and other assets. Profit of: L2 9 million on 


i ` realizations has been taken to reserves. | 


‘The net benefit of -capital allowances amounting to- ps 5 


million is.transferred to tax equalization account. This’ year 


Sir Gerald Thorley, the chairman, says ‘We shall finance from 
within the group all forecast capital requirements and'i improve 
our liquid. position." 

The profession is: sell represented in the higher councils of: 


thé company.. The parent-company board includes. Mr Jobi: 


W., W. Clemes, F.c.4.; Mr J. Robert Eades, F.c.a., who is'also 
(UK), Mr Derrick Holden- 


Breweries, and Mr J. H. Moore, F:C.A.’ The ener accountant is 






































E “activities in thé year to last September. Laid increase-in invest- Mr K. P. Jackson, F.C.A., A.C.M.A. ,\ LONE m 
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ENGLISH CHINA CLAYS LIMITED. os ENGLISH CHINA CLAYS LIMITED | T 
ires edu p We ene COMPANIES | A" TOM LED LM 
EXTRACT, FROM REPORT BY. BOARD OF ws | E 
‘DIRECTORS E see]: CONSOLIDATED PROFIT AND LOSS ACCOUNT, bs 
MI i T .| YEAR TO 30th SEPTEMBER 1972 ar ae ES 
i Turnover: and prof before exxatton, by Divisions: i Y n S z ` A 
eram 2 ~ `- Clay Quarries Building ^ Traniport Group | | ACER: Pe o0 0t f 4972 1 19717 
S Vor oS m ' and Civil .. ‘and Totàl Coo BI E poA E , £000.  .£'000 
RUE i Engineering - Services Zu NOS = ‘ -— HE x E ; 
Oe) Turnover (Note 10) 84,626 79,429 ` 
ro. = £'0c0 £'000 . £°000 : £'000- '£'000 SN pe os Fai : Losses 
~ Turnover: E PSY T E^ MA E $a Á a 9 MES 
"AMO (Exports from U.K, (300400). | duds m o ov iri ec RM Sn Re er GARE 
BUM "United Kingdom oe a 11,335 - . 25,311 11,831 .934 49,411 PR "Re ; - | SL as 
v Euro singuntries wichiy sha NA. te " Í MN x CN. De ios : = gy oem aus A72 1971 í 

a EEC... 19,293 "d Ty i 49293 | ,£000. £00.  ., 

ME. Du . diat 4n 6 Emp oyaas’ cee partici ation schema 464 |352. 
eL Europe - other sn. 4e ONUS * sou „` + 180908 | Directors’ emoluments (Note 12)... .— 9n, 77794 

North America zi Q0 073,223 mie 3,423 Pudisorw Aires n. ics uk oup '" 81 7 
. : b NE : nterest on ntures and loens ae 1,082 1,016 
Other areas .. c. s,  — 1591 yd 1,591 Bank and other interesc 00. cuo 8.9068. 34 
coa a . zo" q ^ . Depreciatlon (Note f Ji s as 5,477 ^ 4911 "He 
a ye; ES demens oou T $3 BASS | Net dost.of redundancies. 1] ILOON W a 7 
" : ' : : 70a T M. oai . i d d 
Sales to other Divisions a market ` and after crediting- ' Tee Cag Z ; t Su gia ian vU as es 
prices T EF $a “722 - , 850 191 7,465 l ^ " "n "P . ` . : 
; OS OC IMs _|. Income from quoted Investments X eom 16 ^ ` 15 l - 
' Total Divisional sales, TM . 46,672 ` 26,161 12,022 8,399 Income from unquoted Investments .. ~.. 33. 17 > ye Ah 
— 9 en et Transfer fram investment ` frente account. i , ~ 
m i 5: uda (Note 16) age da. Pur 2E ie 930' 1,025 
- Profits Eu ` , 2l "UN ee MMC S MALE e 3 e 
- Profit after servicing loan capital: , ~ i ' a aN ‘ vl Taxation (Note 13) ke bug ipto eel EET 5,501 4,801. i 
United Kingdom:companies .., 10,579 1,545 * 637 895 13,656 Profit after taxation » ac ui 8718 2940 
T 4 T, Overssas. companies! .. c. 563, Ex EMI: ny 43 |. . UMEN MED : 5 s cet ' nM Le i 
E - dm a meee tt Extrmordinary item (Note 3) m EC e rt... 7 407 em 
i i. 4 11,142 1,545 637  : 895 "14219. | A pene Mur Wu elt mpi 
i r m * ——— M — DERETSO -Profit attributable to shareholders ber "M n. s 9,125 6,940 25 
f 1972 1971. , xo 71] Dividend at 10.5% (1971 10.5%) — 1.9 ^ 1 os ys B453 BAS 
, £000. £000 i JE D Om “Profit retained (Note-1(0)) Bo 6 eee, BE "us qusc GTP S UTE 
,Quarrlas. . 2x 2,449 2,078 X M MEMO e i n so 2: — tans see 
Chill | Eriginsering (904) |. 9 E IPM MES EE E" - , Earnings per share . - Pa e nh. R Lr M 
; ——M poe TURO $ i i à “TL du Profit after caxatión £8,718, 000 (1971. £6 40,00 divided- | > ceu eges 
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Share capital o E "AUN. dere ae © JS ME. 3 : 
‘English Chin Clays Limited oe ee K i 32,889: ” 3289 cabal popie and mineral righe 2e 36194 Á—^ 35,898 
; VE EN , : E old properties n Jeans, 3,052 . ; 2,649 
kasva i) ' ` b = : . 1 Plant, maeninety and equipment cae -39,805 — 79,051 d Mail 75,247 
. $ ` j : - à a -ug . g ] T " d 
‘Capital: 1 NE "misc Eua T md M Goodwill (Note 5) bac dier Merea-aien, oud 4, 1,826 „1,816 
Gerd OPE O o n Bee ages inyestments, >» a EMT E 
E \ Quoted (Market value `, £834,000: 1971: ME E n 
` : paese : : £683,000) ` : j54 5 596 o! 
Revenue! l i » : g 7 , -p | Unguated’ (At. Directors” ‘yaluation— : 
Ganeral . we ee a i d 17,500. M 15,000 ` " E "Ote é) =e = . LN wey Qo? 32 n -852 327 E 923 
. Contingencles | : a s T2019 ME cu 1,301 . e Se yi eu — - ~ i -" 
Staff and workmen's welfare ` Wi cR. GR uir s EAS CU USA 250 E 5, zu ; p "X" PED 
Unapproprlaced profits ne EM 9,819 2 l 6,647 Fe Nat current vanes = rs DENN SUE : s ‘ -T ya 
: i : |. ^^.| Stocks and work i in progress (Note n d 13,466 12,123 - am 
28,829 | 23239... 7. Debtors : tay ox tae, 15,499- 12,910 
account < ` 5,90 34,730 ; 7,042 -- 30,281 . Investment grants. receivable n5 va. 836 > 1,283 - 
T E x el s $i zi a c & 1 - B i E ' - z : l : r e 29,801 í ; 26,316 
funds’ oe Gon ; 39/89 an ne : à i rare Oe as li E: 
x M DP : |. *,7| Creditors © |... p ey 11,076. 10,053 
'Togns (Note 2), .. ...—. . i 14,6995, . . 153140 | Taxation- ege P cana tees, UR tae kaa 948 .. 3,802 
' , : ss ES 7 L . Short term loans : E" $5 LAT 2,000: MCN 
d ; PER iors Sel . | -Proposed final dividend ee le 2,138 ' 2,138 
Taxation isation account (Note 13) =~ > 8,660 >- ., 5,550 | Bankadvances.. — .. .. 4,742 3,486 oa a : ; me Der 
i "E E EP ' Less: Balances? ...,. ... 165 101 1,577.- ^ 3385.” - 
Deferred ! Hity : 2 oe ‘ ; ED ao 2, . NER 17,39 -12,062- 19,378. . 6,938 
- Taxation payable on or after det January i974 "I 2,813 ;. EO Sx ' 1,064 |', i e : a —— c 
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ER ^ CN polus cu i Suffand, eer ue “a -Éxtřiordiħary item | m , . , . 
(à) Revenue: e T ", Qon- . .Workmen'ap «Z|. During the year the loan of U.S. $12,000, 000 Sanity repayable b 6th January 1975. ` 
Nu. a t ME General tingencies welfare* profits 4g 2] _ Was repaid and replaced by a Starling loan on similar terms. n chis transaction:tha ` 
, £'000 £^000 £7000 £000 ut c "surplus which arose from the devaluation of the U. S. Dollar- pee December 19717 was - ‘2 
Ki a ee ye ot J), £407,000 after expenses and has been taken to Profit and Loss Account as an extra-. --° 
Balance September 1971. - — .. ^ 15,000 1301 . '. 250 6,6647.. „ordinary tami " : $ DN 
Retained profit eS eiei iei PUE q M 5,672 " . f - Freehold : 5 pu DNE 
Transfers so reserves .. | ..°° ni 2.500 — c7 — (2,500) ; 4. Fixed assets ahd depreciation properties ^X Plang, 2t NET 
E us 17,500 1,301. 250 : 9,819. ` 3 Xecu "E - minera Leasehold and ` S 
Sundry justments P a "s |. .(82), 2, a WM, los à ' „rights properties equipment. Toi" < 
Balance : September 1972 .: 17,500 1,219. MES -9,819 -. w Cost and valuation: .£'000. £'000 £'000 £'000 
- . —— — s. La o Balance 30th September 1971 Mos 37,391 ". - 2,743 60,887; 101,021 ie 
English China Clays Ltd 17,500 eie Gm 7,859 Additions. at cost E $5 "" 4,334 442 8,54 10230 >. 
Subsidiiry companies yis . D 5 4906 . Eo —— —— rů, jt 
" | NL > E. Q0 M 38,725" 3,185 69,341 111,251 * 
*An amo nt of £176,000 has been charged against Group profits for the year In respect. : .Less: buch MEC EET n 602 - — -2,791 3,393 
! of welfare. This Includes £14,000 for the-purchase, of ordinary shares in English. |... > : poe — I À — OP À——— 
s cap Clays Ltd. for employees in accordance with the scheme for recognizing ong - ” Balance 30th September 1972.. ... 38,123 3,185 66,550 . 107,858. ." 
Peor Ice. > . , "eec T. m i 
pee aS : er (b) gres ` : 
0 investment grants account: sc alance 30th Senna: 1971 P^ wi 1,493 94 24,187 25774. `. 
Ds account now includes regional developmen grants receivabla under the Industry, Provision for year à e 464 39 4719 "52272 
ct 1 ' n" : 2 , en r ; 
vr 43 p v £'o00- |. A C na ; 
: í i : er^ , .. 1,957 133 28,906 30,996 
Side bos Oth September igy ; : 74042. |: à . : , : , : 
Ered rei investment grants in dispute and not yet agreed ` - (672^ |*- D Ellminations UNP "Sati Ata Phen an cM LLL 
P ed regional development grants receivable im ip E iur | Bianco 30ch September 1 192 |^ 4. 1929 133. 26745 ` 28,807 
; : Ls 6831 . M ' B otg l E cci ae a se ee SU 
T a to Profit d Loss Account based on the estimated ae, Bi 930. : ‘© Net Book Value vs : v on ae 2I 36,194 . P 3,052 39,905 79,051. '« 
ar . un ee a S - os A tre " pe n K © 
a Lu. RHET "ac ut wes -(d) Pro adie held ‘under leases! with fifty or more years’ unexpired life account-for ^ 
Balarice 30th Soptember Ius 2tnlegx 4o OPI 5301... [7 => £1:458,000. (7 £1,044,000) of the net book value of Group Leasehold properties of 
gn gone rs f AE OC XC 3 £3,052,000 1971 £2,649,000}. ' - 
1" Debentures and idän PD Wo ongA aha 2007 8 S7 (e) All "Freehold :and* Leasehold "properties within the United’ Kingdom were valued at. 
Repayable after five years: - Repayable at 3° 1972 © 1971- * ` 1st October 1967 by the Group's staff of Chartered Surveyors on 1 "going concern” 
f Rover ji Per on or. before £'000. . £'000' basis at £26,550,000, showing a surplus over book values of £12,347,000. This surplus . 
" nture stock CR. Ba C ak 1990 ÜSO.2,789 ^. 2817. ~ ‘was incorporated in the values shown in the Group's Balance Sheet at 30th September . 
; S55. Debenture stack M QUIS 1992 : 5. 3890." 2,890 ^ 1.11968, and subsequent additions are recorded at cost. A valuation by the Group's staff. 
© Unsecuted: . oe BAM T A ADR NS eta “in association with outside valuers of all Freehold; and Leasehold properties of the 
74% red TA stock., 0 4, 5 198, 0: + + 4,778 . 17787. ' Group ‘not only in the United Kingdom buc also those situated overseas.as at 1st 
d red loan stock . zuo il n 2008 Drago: s f62 < October 1972 Isat present in progress and will'be completed later this year. :- 
SMELL Sl : mo) Depreciation has not been provided on mineral deposits, office premises, and port 
di os .7 1, 7 1 .1009.  1012.. - works.as none is considered decane ad Industrial LE have been depreciated by 
.Régay shie beer five: years APT aur nts i dL reference to the number of years of the sHimaced useful He of each with-an assumed _ 
Bank haa by ik "henry 1975), ER p CA oe El ECTS maxímum for this pu of fifty years. Mo MESE 
— (N 00000 LA 4,600 5,0013 >>- The.dapreciatlon of Plant, machinery. and equi meni held by Untted Kingdom com- 
i : E x TAE RY TTL eee nies Es calculated in accordance with the straight line meth: applied to the ‘estimated . 
- ^. . TE l m "E (*14,699 15,140 , . lives of. various categories of plant. Plant held by overseas companies Is Beprecusen at - 
; - (^ gr at pj, em n — .'the marinum rates allowed by tha pu fren auth SUSRONEY: - Am 
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~ 4 " - E " à m - 2t ` 5 4 = 1 M os - 
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—,. S * panies less amounts written off. Of the total.amount of goodwill arising from the pur- . 
278 V chase of Sydnay Green & Sons TERM OM Ltd. in 1268, £432,000, is attributable: 
to Ics civil enginee contracting. business which-Is withdrawing from the larger and 
sir o, | medium-sized field; The properties associated with this business have values sub- 
OX", 2" stantially In excess of thelr book values: "Accordingly, the Directors have decided not 


i dut Voc Pu rM ur. eee ue ecu ord. MODO. 
- Other ericlumanta (including: provisions for: pensions) ie 184877 — 79,564 
"Pensibg paper Dieco vum AUI E EE 516. | 





oane", to write down the. goodwill attributable to this ‘business pending. the results ae ve D vie eb wn EY m E id NP .'"£96877- £94080 - 
dde revaluation of Freehold and Leaséhold properties referred to in lote: Ae) Eau D ME JM ARR . i ae aN Rp -. i 
: net here, s "uu WP puces FÉ 4 2 à "n v , ‘No fees à are abie: chess Directors who are executives of the Group., $6 
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F 6. Unquoted Investments ` ^ . Percentage of |e 05 u.c 7 

oe d i « Y ' , Nominal value of 1972  ;. 1971 

QE. ~ issued shares C né TEE a 
de d ' Ready Mixed (Concrete (South: Wesi) Led: ] 7 same "x 


^ The emolumants-of the Chüirman were £7,500 (1971 £7,500). © aye D : 
The emoluments of the highest paid Director were £18,751. yn. £17,223). DEC 


Particulars of Directors’ einoluments: E me = i ` Number. of Directors 
E E -£ E: "E e ; 1972.7 ` 14974. 





























Cais Shares, at cost o: s. La be te, 149% “98,000 98,000 "Uto 2800 nonc a She wee ee. mio sd? Od xo A. 
` a “Loan a En EE LN 88200- . 88,200: 2,501x 5,000 : OM MCI LT i gene AN T odore xum ns 
EF CE AD Nes teo, Ee. E is .d eS Np arms E o o S00ix 7,500 "X x M oer VAS, «m de SR, d 
i The New Consolidated Mines of Cornwall Led. AM AE T. n E a ab e iau hes "m cod yv ad T 1 si jd Er of 
ag S Y ' M o7 HE 41 te t a 5 , ; =< we t foe . : . t "'* 14 eo se a : “ n 
p i y 7 Shares, at cost e 70. s.n e ET - 35% E ipa Kaan 19:801 M 'D00 e iden acum lepus B UE uM -2 ` z 
v P A. Jordan & Sons. Ltd.: m AT ANE RT oy 15,0014017,500: o has Sree eel ewe t Ge, wep AE f. 
E ~ Shares, at cost "Xa P E RM o 40,000 -` 40,000. D A MAR te ee ade Segui e A 
x Loan. bun an Plu ee E 47,000 ; 17,000 i LE EE. m C ae f 
o Za T or LEE -BI £327,200 , T ade. ee 0009 s : 
20035 | 13. Taxation ^... 5. -% T ; 1972.. 1971 
TARE m Aai Mixed Concréte (South s Ltd. sind: The Now Consolldated Mines of m. ` gor i - VE £000 ` £000 £°000 
i ;. » Cornwall: Led. are Associated Companies. Dividends from both are taken to Profit | ' A Be eps 8 gid s Bh aed a Sats CA V WW TE S 
Cx E. ‘and Loss Account as received and profits of the former have been distributed in. full. d ,Gerboration OX 00 5! 5.. pe eA ter 2,425 DI ae 1,096 
oar ’ The results of nemar company are significant to overall Group affairs. : n “Less: Adjustment for’ tfansitional investment: i RI cis 2303 F 
d A (dn ide. Wie o 8, ea NEL j E t grants of previous year ' MNT TOC 500 . 2225 . 0 4 © 
: te E c oie vx LIA , LN AU , ho pee mn A. SLY EE 
ue : E ‘Stocks and work ni progress B nee E j Si ` E 2 Lass: Double taxation relief iS ve ET roaa . E NX 96 . 96 
(gm Raw matarik, goods i in course of manutagturė and flnlshad saleable statio have been re re ER a dd "E E P wee 21? i od 
pe a valued.as In previous years at the lower of. cost or net realisable value. Be x 'Overien taxation RY 2» ka Sut a 2 AR E 262 — 416 
2 k a ' x » P tis f ‘ aya 7f m - ` 


(b) Work In progress on contracts has.been ‘valued as Jn previous years at cost or, cost pius 
, E agp eo ads ortlon of profits earned to date or, where lower, at net realisable: vilüsr and is 


Aree ©. O 1,416 
71 Tr stated after deduction of cash, recatved on account, >` eae ee T “Taxation equalization (ludin adjustment skid, ren, E 


i "ET AM" ` » x 
. eee roo. 
- . above). , iar iig p um gf EIU NE. DERRER X [A 3,385 
koi W S Li ` - 53. s 
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A AO Eus. have been made which. eliminate 'inter-com d profits contained in ihe , - Be ul oye LIA ' —, : 
a i ` value of stocks: paraang unsold: a ath eptember T i E 4 ENa qu E EE die ;.9501 | 44801, 7 
E DM CHOW Rd cu Es e i v. 72214 dui Corporation, tax has bean calculated- -at the rate‘of 40% on probes for sho year " 
LM E Sunnd eomptnies T NK IE NS UR, "un 4971 (b): The transfer to Taxation equalisation account ‘fs based on the excess.In the year of tax’ 
Ro cee Td Oe eae ES NL MEE I + f£'000. £'000' |-. - allowances over the provision for depraciation of fixed assets in the United Kingdom 
TN JA * Shares—et B Ur Ke kl J Ss DA E noo 555 x 5 ios |. ; iy dM : opui) » i In Mose of transitional investment ~ ] 
SEE wap de Ro F uc RC ee o7 ".te«g39 — "Ag aan: |. (6 e llability of each United Kingdom su idlary compan to Corporation tax paid by 
^ i po re at valuation Oa Eri C ns "1 cee d 18291 . i 18,370. |; ^« English China Clays wine each subsidiary, eccounting. to . Parent Company for ies own ., 
eee RII T so n EINST Baa 2595 | liability. ; : 
: "ime, "c s 0 . . i " p (d) No provisio for Capital dins tax lias bean made "init t "he surplus arising on the Os 
,.. 8) The accounts of all overseas viluldtariés Hava boen Incorporated in the accounts atthe |, Valuation of property described in Note'4 (e). _ ae 
t8 005 t mtes of exchange ruling at 30th Saptembar 1972. -> P. E e" ‘ ; DNE 
nm ^b): At nee ge of the financial year the Principal subsidiary companies of English China” Tacs? = gre: e s UT EE ‘ 
g a Cle were: . ; wh oy ` uS i gp Hens RE ots REM 
. Engl Clays Lovering Pochin,& Company Led. tia ME DEM M. 14. Capital expenditure: EUM OE MS p c O04 11972. 1971 
i C. Quarries Ltd. . L MEE ES. En NS "s E 22s “- 


E ; Selleck Nicholis Williams (E.C.C.) kd. -~ ics docs a d PE RUE capital “expenditure authorised by the ‘Board up to 30th. $ 


y Er eene E E) td. BS ete kage PLE M D N a ai NE 
E English China Clays Sales Company tid; Ac (Doe PR i . ., September and still outstanding at thar date was; . ben "a 48100 19,900 


s Western Excavating (E.C.C.) Lt "E RAM : . 
Vos E.C.C; Ball Clays Ltd. Nm PE ay Com 


EROS ". Sydney Green & Sons (Contractors) id = -- EM S. a T3 


"Included therein were: projects under construétion of. ready . 
m “to commence amounting to. a2. oe m te ^ "45 0 18,300. ‘ 


^A substantial rtlori.of the work-on these “will be F ; ; 
executed by the Group, and external sommlemencs on 2 y 
them amounted to: I h as - meee ey ET 2,000 
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-. "« All the above companies are Incorporated, and operate, in Great Britain; and are 
"3," wholly owned by English China Clays Utd. . ` ; 


oa ^ à 








M ;; In the opinion of thé Directors, the businesses of the above subsidiary Staite are” a? "RARE E ae. be NUN - : 
2050 C) FS thosa which principally affect. the profit andor assets of the Group; to. Include’ detalis AES Du ge E are M Pea, oe UNE JEDE 
Iu ef all other: subsidiaries would require part culars of excessive length. Bus uetus CUIR la M à s zd m. ML DT 
ti CND + D ^. E l > n " t ^ s f * E , , d T ad Ye at $ "n É ' vt à Dy di | 
»* : us 1 E £ X E B : EN » * - S r t i zi j t x 3 we i t het : i d t - F li 
+ 4 ^4 D ^ ES a < ^ * E . "e E A Tota n x h - + . ` f vll 
; S ES ‘Contingent abilities "x HD B i KU BEBO who Da en a i te ey a Yu : M RES 
` i > I 
- (a). English ‘China Clays Ltd. has guaranteed bank and other facilicles for cartain subsidiis $ Go ae a a del neis N ! > i 


. y. ',' » Companies. At 30ch September 1972 the ou amount of these facilities [n use was 
` 748,000 (1971 £2,914,000). : P 


ur Certain subsidiary companies had contingent able at "sen September 1972 
"e amounting to £445,000 (1971, £736,000). ari 2 DTE 


REPORT OF THE ‘AUDITORS E i S Wei 7 ee ee 


ane, 
d | Mo MINI "t x to the members of English China Clays. Limited, : i 
' QUA Pd ] i ES LAE a" ea Pine: ^ tana n à 
Dx uA ; Pr der. Utd ] Mu. d AC. MERC In’ our, Salito thé Accounts and Notes thareon set: out on pages. 25 Cras give; 
e io; Turnover ©., : Cu - R pr (o5. ^V]. so far as concerns members of che Company, a true and fair view of the state of affairs at ` 


30th September 1972 and of the profit for the year ended on that date, and: comply with. 
the Companies Acts.1948 and 1967. The Accounts of. the ¢ overseas subsidiary companies 3 
. have been audited: ‘by other firms. : , ` 


$4 E The figures. hana are the amounts charged! to customers, 'ad usted by work de pro- 
FC Pone ress ac valuatión. Transactions between companies within He roup are not included. 
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' ME Profit before taxation -` WEG" te Mec TE ROM m : PRG “ALLAN, CHARLESWORTH &CO. — P OM DET X uo e iP a te T e 
P ^ PES A M A * H p 27 1 i $ e ME 
l EN E All Divisloris have traded Sih ín the year.. However, the- Civil En; vu T, RWICK, MITCHELL, & co. DD ONE, dí. . i eT F a 
MEUS Y. Department of the pane Division incurred lossas apong. to ‘£904, 100 (197. ‘Chartered Accountants — |. - " wg A be cd ‘Léndon’ aid St. Austell - 
Ree. anne ai 000). Re ond oM, Jt “| Joint Auditors » A P" E "x d "uw 075 11th January 1973 
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OLLAR devais coupled with a floating kage yeg 


and a strengthened German mark have combined to solve’, 
"yet -ano her ' currency. crisis’. How permanent the solution. 
proves ends'on the development of greater freedom, in^ 
currency markets. Since the sterling devaluation of 1967 there . 
has been|a gradual move away from a fixed currency rate. 
structure that could be expected — even relied upon-— to Stand 
a reasonable test of time.. 


Since . 1967 changes have come thick: and fast with new 


parities, new dealing methods, wider dealing bands, at first | 
tempo but now obviously extended ‘floats’, two-tier rates - 
and all th rest. Old Bretton Woods attitudes have been forced 
to change, but the change has not been successful in introducing ` 
an acceptable and settled new system. Whether. the, Committee 
of Twenty chaired by Mr Jeremy Morse will be able to come 
up with an acceptable. compromise ` between effective floating ` 
a estab] shed stability remains, rather doubtfully, to:be seen. 
t seem 
| going thy ugh the growing pains period between the end of 
retton Woods and the emergence of a new system of inter-. 
national currency balance. The painful ES has Bum not 
been ended by me latest crisis, ^. 


* " ow: 


[d - 


URMOIL in foreign exchanges has’ pied. E 


reason'for money to stay out of the stock-markets and -- 
"Where all the: money gone?’. is a current Throgmorton ; 
Street lament, Speculative money that left the equity market. 
during the process of thé worst ob the shake-out has stayed out, 
" and there is precious little new money coming in. Stockbroking _ 
firms are} going through . the motions of putting investment — 
propositigns and investment surveys to clients, but there is not 
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. one: since tlie absence of - money means an equal absencé of . 
` investment confidence. , . 

! There. has lately been evidence of an encouraging EER i 
outlook, with the latest. CBI industry survey showing decidedly ° 
bullish industrial sentiments concerning current turnover 
and profit trends. There is.also some reason to hope, rather than 


` believe, that trade union action against Phase. Twa restraints 


will be. niggling rather thani drastic. 

. Further ‘than that there are a series of good- adad profit 
figures to come out of 1972 and with them a series of reasonably 
confident forecasts for 1973. This combination should make 
for more investment confidence in due course. But confidence 
is needed for the stock-market to rediscover the missing money. . 

Traditionalists insist that a strong gilt-edged market is . 


needed before-equity confidence can be restored. That insistence ee 


‘is -giving rise to forecasts of lower interest: rates after next 


| month's uo d 
; though, that. the international currency system is - 


+ m * + ; 


; Cum GE of governorship ` at the Bank of England i is invari- . 
ably.hailed as the end of one era. and the beginning. of 


. another, which tends to suggest that the Bank of England's eras ` 


are shorter than most others. That the governorship is to go 
"back to the City’, as the saying is, is hardly a compliment to 
" the present Governor who has spent 46 years in the City with 


‘the Bank ‘of England, or the new one who is a lawyer and 


who has not been a 'City man’ in the-manner of some of the 
more. extrovert leaders of the merchant banking world. 


` Governors of the Bank of England rarely shape events. Events 


-shape governors. Sir Leslie O’Brien for example, saw the need 
for a tightened and emphatic 'T'ake-over Panel, because events 
in terms of take-óvers and mergers were tending to take charge | 
of the City. Events during Sir Leslie's term of office have made . 


much evidence that the efforts are meeting with success. The , him a far more assértive character than many people E aM 


question of where the money has gone is, oreren a perna. 
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Bank of land Minimum Lending Rate — — Feb. and, 1973 82% 


Dec. 8 E. ie, £7°4742% _ Jan. 12 Em l 
Dec. 15 ' be 7431895 Jan.19 - . . £819509$5 ` 
Dec. 22 p .. 84356% - Jan.26  ... ~ L81258% 
Dec. 29 -` r. 483308895 Feb.a | £8-1089% : 
"Jan. 5 v 0 £82787% Feb. 9 l icd Borate i 
m "Money R Rates 
psu M zo -Bank Bills - i 
sae 21-6 a months. 10 83% - 
` i months z. 1o -81 
10)-Bb % .- — 4 months" “=. ' l-9 4 
101-9. 5 i." ,Ómonths |... of-989 >: 
Il -9' moo os i l : 
| Three Months? Rates VIN T 
cal authority deposits ' ' s IO -10j ^ 
cal authority bonds 8i- 9i . i 
Seeing deposit certificates . -1ol-104 . 
g deposits - ene IOPI e c 
deposits .. T ee UPON LU 





' ces 


him to P when he was first appointed: 


'RATES AND PRICES: rr L6 


Closing Pace Tuesday, Pesruany I3th, 1973 ` ; 


Finance House Base Rate - ebria rat, 1973. 9% : 
Retail Price Index (16. I. 6a == 100) 170°2, 12.12.72 (from 1693) 


Tax Reserve Certificates (3.1.72) Personal 34% 
` (Company certificates no longer. on offer). 


Foreign Exchanges  . 
a New York 2:4400', Frankfurt . 72200 
- Montreal 24225 Milan ' 1365-00 
. Amsterdam 73150 ` Paris II'4650 
Brussels 100:84 Zürich 8-4550 
yeg“ , „Gilt-edged , à 
Consola 476 : 40h. Treasury 9% 1994... ost 
Consols 2196 25$ _ Treasury 84% 84-86 .. af 
Conversion 34% 36$ | Treasury Ae 87—90 .. got. 
Conversion 51926 1974 96 Treasury | 1976 .. 93 
Funding ar 99-04  .. 43i Treasury 3 77-80 .. 75% 
Funding 54% ums . 83 ‘Treasury 2t 79-81 e 74^" 
Funding 54% 82—84 - 804 Treasury 5% 86-89 .. 672 
unding 52% 87-91 724 Treasury 54% o8-1a .. 58$ 
Funding vo 1993 ` 694 Treasury 24% .. . .. 
Funding * ,85-87 81$ Victory 4%  .. —— 
5775. 364 


War Loan 34% o 


C IOURGS QM LLL EM cu: A c: AT ETE AI HS d p 
e E í xou N ^5 ; 7 Ed ON. E ` Te coe ` i A JL | 
Pu. oe ae uc uo ap Se _ ACCOUNTANT | -e February: ith 1973 « 
-—— M^ eae ee ee g Vos Ear i1. > ME be wrong, can always callon fresh. funds to average out at 
Dl en, Bis ecg Mc cu. 2 
M ` BULLS AND-BEARS -~ | 270. ery In the selection ' of ordinaty : Bb. on this occasion ` 
ee xo 7 ES ms ge aub mo hax ROGA RUNG D ‘labour intensive’ shares are avoided .and the emphasis 
ECC p "E LAE "E p | — on. properties and mining: financé houses: "n f 
: : E JA ; i ii s PIE: e E . 1972 E k 
pk / See- -Saw Markets. ^5 7 1 * Price" Yield .. Ratio gn. Low, 
, M ee Consolidated Gold Fields) © -7 7e S |. DR D 
"LU X ME 2 e a n 4. uu X a a oe .26p shares .. $us us 246. S30 me . 305. 206 
e ted a TRE is ox ane E OD CA a8 n "UC Investments RI: è : omo ee 
UM | . shares’: | .. . | 2433 7539 ..,— 280. 101 
: INE are. still very: nervous indi it does: ngt mo Daejan “Holdings 25p uk ui S. quic pae 
a much to'upset them. The’ Financial: Times Industrial "^ shares" - — 7... 121. . 37, 210, '200 «7118. 
xm ~ "Ordinary ‘Share Index, recovered from - 455° 5 on January ' Capital & Coünties 25 . 7 e p P PUR in ; 
" - “29th to'469:3'on February- 5th, but it fell‘again two days.. snares, 2005 v! egdi 3-2 237 (135. + 98 | 
5 »; later to 458:6 on the growing threat of widespread industrial ` ne B ue e To we PALLA S MAE 
| :action against” the Government's Phase Two measures for - ] | uU E" OW ee 
2E ~ controlling wage rises. It stood last Monday at4s7:1:; ^ ^. Consolidated Gold Fields ` ' aa QUOS DNE. 
c . Selling, however, hàs not been heavy and has, Conte This i is'a major mining. finance house and i is always à good. 
Es Bc ` mainly of small offerings from the public, with institutions “investment if’ purchased at the right price. In the. year 


^ occasionally taking stock on the way dowri. The ‘free’ price | ended June 3oth last, the company made £78 million from ` 
. > of gold has recently been buoyant and' in some quarters : share realizations: and this year will benefit: substantially | | 
R ^ gold- shares, .or bettér still the shares of mining finance. from higher M ade paid by gold. and platinum mining 
^*^ e houses with a good gold and pensum content, are con- . companies. UC 


zd 


XM Sidered to bea buy tor 1973. | - It has 49 per cent: ‘of the shares of Gold Fields: of South 
NE - One thing ig;certain::the time will again come. when Ama and controls Amalgamated Roadstone -and Me 
resent prices: -are ‘seen. to have been: attractive. © ^. - ‘the outlook, for‘both of which i is good." VEMM E 
E Below is a «selection of corporation: loans ` and: fixed - | dicus e Ces | l 
M - interest stocks: - ERE u HN P CASI E an UU : 
NE E xcd RODA pA bg UC. Investments te. o 48 ae. "he a | 
K Sho 0. 17 7. | Corporation Loans | © Cec 6€ "This: company is in the ‘Union: Come group, dnce 
2 5 Ee 7 ee $ NC ES 771972 -© it name. It owns’ 11:69 per cent of the up, and: coming . 
2 >> dus ~ Price, "Yield" High. \fow Impala Platinum and also has interests in a number. of | 
2 ' ioiii 91 percent 1978-79.. .. 100 SUR 9-2 € .109 100: gold mines.’ A . A i 


„Hertfordshire 6ł per cent/985-87- (482; 82:5 395: 78 For’ the year ended. dune PM last, jos made a net’ 

: .falingtori-93 per cent 1977—78..: 10t -94 ' 111 . 100; profit of Rx2:65 million: compared with: Rirs million 'i in 
^ . +. Kent 9i per cent 1978—80 ; AU 01001 ^ 594 | 110. 100 the previous 18 months: Since then the producer price of 
ta h H j i A M 2s M - 


A rM , "AILES EE UE » D .plátinum"has risen significantly, the South African rand - 

Wc qu mota uode MU m oD EE . has beén: devalued in terms of the US: dollar and the effect, 

p "E NL Fixed interest Stocks {industrias Commercial) | E ‘of. these changes is that, the- price -of platinum is now 

pe er T A uoi i oues AN 1972 ^ £56-£58 per troy., oz; às compared ^ ith: £40-£48 last 

QU Q5 oa Sa Price E Yield - High ~ Low ` July. Production is increasing.rapidly and it is noticeable `. 
M Rank Organization 8 per centlóan, ^. = c 75 __: ‘that Union Corporation shares récommended jon | January - 
RO 1988-93... ^. 5. BBR 95^ "79 4th last, at 334p are‘now 349psd. | 
o Rank! Hovis 64 . per. cent EE eras MO E Ri xps 

Doe 1881-86. 7.2 VUE gu. BOC, 3 E pote x | | 

. cent . IE E. CU « 

r h ae z3 (2738. 93: 8, e  Daejan Holdings 2 ~ | 

' -Bedland 74 per cont debenture 8 NE IM . This company is a member of ihe kan group, and.in. 

= . 1990-96 ae 20 776. 98 392. 75^ the past,has been mainly interested-in residential property.’ 

TER es LIMES PA M (0 +" Recently it has. acquired City.and Country Property, which . 

uM Oft. vu. Nai Luo 7 ss s uv S. , has a relatively larger part. of its portfolio value invested 

PI € AXE UR c exis cu» a . in commercial property. p 

Ur eps LN | D T és P E um E ^ Tt has also recently purchased thé Jease- of the Strand - 

J i. , Ordinary shares ES qu roe "Ls Palace: Hotel from J.- Lyons, and the shares at. r2xp > 

"The problem with vidisti) fee in times ike the present: ` -compared with à high of 200p in 1972-73 e too low. . . 
“isto achieve cortect timing. One knows that. shares in ERE assets value per share is DESEE t 264p. Aaa E 
, Certain sectors of the economy are. already cheap, but will- PL x 

l ke become even cheaper before they begin. to recoyer : "uc Pu E " - Ae 
tu “fost ground?: ^ TR = Capital & Counties ‘ E E D ow 


This is a bigger problem: P the average Sive investor "This.is one of the. better us property companies. ine s 
-than for: the institutions which, if the üming turns out, to  yeàr rental i income increased. oD about £ 509, 900, while: D 
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Leek and Westbourne 


BUILDING SOCIETY 


will pay 5-60°% per annum 


(WITH INCOME TAX PAID). 


Assets Exceed £400,000,000 


Established 1856. Member of The Building Societies Association 
Authorized for Investment by Trustees. 
Chief Office: Newton House, Leek, Staffordshire, ST13 SRG. Telephone: Leek 4351 
120 Branch Offices and over 300 Agents throughout the country. 
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lEuroplan| 

- v THE NEW LIFE PLAN . 

e a THE BIG CATASTROPHE’ 

COVER FORTHE: =. — 2 : 
YOUNG EXECUTIVE - E 


Tax free cash payments. 
"ade in lS years and again . 
| before it matures ató5 — ^ — 
wo. with the insurance. t 
continuing throughout ~ zn 
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Please apply for quotations to: 


SENTINEL INSURANCE a m 


- Willams National House ©: 
the i Holborn Viaduct, Loridon ECIP IEL 
T — ol- 248 8070 zy 






KINDS INVESTIGATION BUREAU 
| LIMITED * | 


© Criminal and Commercial Investigations- 


! Casos of Conspiracy. and: Fraud. Internal. Thefts ` 


| ^ and Extensive Pilfering. Corruption and Leakage. - 


. of ‘Commercial Information. Surveillance and 


E 
k 4 
= iin Cos 
n ` 
E] . 
^ 
. ^ - - 
A E 
1 
. - - - 
. 2 
^. ' - 
m ae 5. Q7 i , f 
~ pi - - E 





Undercover . assignments, : Character and anto- - 


. cedents of individuals and bona fides of business : 
' concerns. Financial. Investigations and enquiries ': 


_ into matters arising. from Bankruptcy and Com- 


' pany Liquidation proceedings. Specialist: Security ` 
„Services including Security Surveys- covering ` 
;. Computer: Operations’ and confidential Data. 
' Control Procedures. Counter’ Industrial Espionage : 
„assignments, | l l 


* 4s i5 . 


58/64 CHANCERY. n 
. LONDON WC2A 1QU:- 
` Telephóna 01 -405 0343 , 


1 


This i Bureau: does riot undertake enquiries - 
.in connection. with: matrimonial 1 matters 'Or- 
E industrial Soa alia 
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‘LAW’ STATIONERS”. “ 
COMPANY, PRINTERS : | 
COMPANY AGENTS. " — - 


Draft Memorandum and Articles. 
. Supplied by return of post - 


Company Seals and Books A : 
Notepaper, Bills, etc., printed . 
-Rubber Stamps. | ^. 
All office requisites -, : 


READY- MADE COMPANIES 





































inclusive 


^M 


38/40 FEATHERSTONE STREET ` 
LONDON EC1 l- n 
' ^ 01253 2977/8/9 and Telex 262687. A 
| 01-251 0344 (7. lines) `. | F 
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through this useful service. our information centre (near 
- Moorgate Station) provides “details on jobs, ‘prospects and 
pe ‘chent firms. Consultants are always available to discuss 















lH FREE LISTS OF VACANCIES 


will be. to you or you can drop in and- without any 

form-fi - study the classified registers. Over 500 vacancies 
„in the U.K. and overseas e: the ideat choice. Ring 
. for ‘relevant list! - : 


..: Public Practice: L: Kelleher, 01-628 4550 ` E 












engagement of all grades of-staff from Articled. Clerks 
BO E, U.K. m pto £91000; Overseas — ma 


Commerce and Industry: R. Thornhill, 01-628 8860. 


Vacancies cover the whole from Trainee to Fea 
Director: Salaries: up to £7,0 +. "M 


"Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments, - 


EMPLOYERS: Our register of candidates lists hundreds of 








- 






















_, Of them is the man you sock. To find out ring me now and 
1 shall let you know witbin the hour. 







— RICHARD OWEN ASSOCIATES: 


(41 Foster Comt, Finsbury Pavement, London ECZA IIT: 









: . Many, tandia of accountants have found the right job. 


nume D Mt TAE ee 5 


. More than 300 Professional firms utilize our services in - 





accountants we have interviewed in depth, and perhaps one — 


R. Thornbill, 01-628 aia 
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on the assets: side the year’s ATA of. 'invéstment- s 
properties 4 at £86 million threw up a. £20: 2, million surplus 


| 
over book figures. - 


_ There: il incompleted Projects shown i in. the books: at 


apa Growth. ceed 


Bond w T € launched, it got off to a 
at et start ‘indeed. Last year's 
performan e, however, more than made 


. up for tha A There was a very sharp 
increase 1 
property : 
interest 
‘increase in the value of their policies. 
There : 
the ` prese: it situation as healthy. Returns 
of: ‘between 5 and xo per cent on the value 
of. land - 


a whole, and those with an 







figure is earer I per cent. It looks as 
though there may be a tendency for 
existing owners, who find it difficult 
to make al profit, to sell out. -As a result, 
there | be.a quicker tutnover of 
ownership. : ME 
Speaking.at a recent conference on 
investment in rural land, Mr. Michael 


Noble, un il recently Minister of. Trade, 


and a farmer in Scotland for- 40 “years, 
said. that! |successive governments .had 
always regarded land and farming. as 
. deserving, special consideration. If, how- 
ever, land. was used purely as a hedge 
against inflation, or.used in a- -similar 
way to make money as the stock-market, 
future governments might have to stop 
tax concesgions to land owners. 

Plenty ó 
agricultur; land for investment purposes, 
and it is| understood that Target Life 





Assurance, Co may. well introduce. an ` 


bond before SGE 






iii 
|. 5 $ * 
IN the IL a number T small organiza- 
tions: have encouraged their employees to 


arrange ‘self-employed’ pension contracts, 
rather set up-schemes of their own or 


participate] in existing pension: schemes. 
n a sensible arrangement, 


This has 
particularjy where an organization has had 
a relatively, high rate of labour turnover. 
Diffic i may be encountered in the 
future. The legal eligibility for member- 
ship 'of a -employed scheme rests on 
.exclusion||from “a ‘sponsored superan- 
nuation scheme. It is understood that the 
Inland 
as to wh 





1975- rank ‘as a sponsored super- 


annuatio 


ineligible] for . 
contracts t the future, 


the value of’ agricultural - 
this fund saw a- welcome’ 


e those who do not consider . 


to be possible. Now, the 


enue is’ taking legal advice 
er the new Reserve. Scheme. 


to be zi duced by the Governinent in’ 


heme. If it should so. rank, 
. quite large numbers of. people ‘will be 
Se. pension, 
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' The Sun Life Assurance Society has 
introduced a new series. of with-profit . 
retirement | 


. annuities for the , self- 
employed. Under this series, bonuses will 


 be.allocated on a compound basis.. 


The next distribution of profits ‘by the 
Society i is due to be made as:at December 


318t,-1973, when the rate of bonus for the 
- years 1972~73. for this class of. policy will 
be announced. If, : however, this series 


had been in. force “during the years 
1970-71, 
annuity. - for the . two completé | years. 


1973, will employ this rate of bonus. 
New scales ‘of. premiums have been 


introduced for with-profit contracts and, 
in general, show an improvement ori the: 
previous rates. Also, the scales have 
béen improved for non-profit contracts. 
to. Which Lr pene are — 


f 


do a 


“IN 1968, Eġuity arid Law Life Assurance 


Society established an: office ‘in St 
Helier, Jersey. Pointing out that, to 
appreciate the advantages of a life assur- 


' ance licy written in Jerse thé rele-." ^ 
organizations are interested in : po Jersey, 


vance ` of -domicilé and .residence in 
relation to income tax and estate’ duty 
rjeeds'to be understóod, Equity and Law 


:has produced a Booklet entitled Yersey 
Policies. This is a:practical and straight- 

_-forward explanation of the subject, being ` 
based on the legal position on December 

, Ist, 1972. | 

. From the income tax. E of view, it 

could be particularly helpful for a UK” 


resident having a-foreign-earned i income, 


' or unearned income taxed on a remittance 


basis, -to devote this income to pay 
premiums towards. aa Jersey policy. Tt is 


cònsidered ` that the payment of' such 
premiums `- -would not ‘be regarded as- 
either a remittance or constructive re- 
mittance of. money. to the UK. :: u - 3 


db. eno s 


SAVEGUARD "ASSURANCE has dei ità 


Executive: Investment, Plan. | This is 


intended for the. regular investor, who is. 
- able to pay an annual premium of at least `- 


£500 a. year, or the. monthly: equivalent, 
the first ten years, 97 per cent 


‘of. the premiums .aré. deemed to ‘be 


invested ‘in the’ ‘Managed’ Fiind of the 
office. After me first ten. years, du per 


ee PE Ge 3 4 
E r a ` 
: POPE. 


bonuses: would „have. been. 
. allocated as at December 31st, 1971, at a 
. rate of £7 for each’ £100 per annüm of 


MON IP T SEE. 


5 illios dud Shee | is ^a^ de n rogram of ^ 
: £247 million of which. Capital and Counties’ attributable 
: "share is f, 136 million; Union Corporation. owns 26 f per cent 


jur Ms on tied 
ne 


+ 
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cent of all premiums are déerüed to be 


inyested. 
‘The contract contains a an option which 


allows the. policy-holder . to vary the, 


amount invested in.the three sectors of 
the Managed Fund“ — i. e. 
property and fixed interest. 


This contract is designed to: be com- : 
: plemientary to the existing single premium ` 
‘investment bond. The latter has 2 fixed 


account facility by which a bondholder 
can obtain interest-free loans. This new 
level premium policy is intended ‘to 
provide a vehicle for the investment. of 


: regular ` loans. In this way, a single 
"Quotations. made up to December 31st, - 


premium bondholder will be able to 


.benefit from income tax relief on.the | 
‘annual premium and obtain a qualifying `. 
policy which will avoid a. chargeable.gain . ` 
for tax on the proceeds after ten years.: 


a" 
deo a k | 


AN cinta thieves iehi income bond 

is being written by Capital Annuities Ltd. 
A yield of 7 per cent per annum over the 
three-year period is guaranteed and where ` 
‘this differs from other contracts is that - 
thé income is free of all tax in the hands of . 


the bondholder.: . 


As with other bonds, the lu y 
consists of a temporary annuity and a. ^ 
~ deferred annuity with a cash option. — 
Initially, 21 per cent `of the “original | 


purchase price is devoted to a temporary 


_annuity. This provides the income of .7 


per cent per annum over the three-year 
period. As, however, this is solely a 


return of capital, there i is no liability.to, 


tax.. The remaining 79 per cent of the 


purchase, price i$.invested in a.deferred ` | 
` annuity with a' cash option. This simply 
replaces the original purchase price at the 


end of the three-year term. There. is no 
liability to tax in respect of this return for 


anyone paying tax at no more than the | 
basic rate. Those paying tax.at a-higher . 


rate will be charged a higher rate, less 


. basic rate, in respect of the gain. The-usual ` 
- "top slicing relief" will be allowed-i in tes 

' connection. . ` 
. The practical effect for a nhe raté ` 


taxpayer is that he will pay higher rate 


tax, less basic tax, on his income, with . 


this being deferred until the end of.the 


term. For a higher rate. taxpayer, this 
bond. will be more attractive than, say, 
. building society interest at 7 per cent, 


since the latter is grossed up to. arrive at 


the $ tax lim basic A to FO charged. 
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ed European. Cominunitiós Aét 


2 5 | MS GEBEN M Sm,- -The ibformátion required by section 9 i of the Fuope 

eee Cg cmd ma ee mM EE Communities Act has. to be stated on all business- letters and ` 
oe ee = Profess ional Ethi p order forms of the « company... pS , 
n aer : e das e mix Are letters and circular} issued ‘bya’ company. to ‘its Daba i 
MI i e E um E A pe required to have the. particulars 1 mentioned? There : seems to bea 
difference: of procedure by various: companies; some » give; ‘the: 


Ms e DU year the Cóuiicil of The m) BÉ cd ` particulars required, others do not. « 7: wt 


ts 
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a” : Accountants i in England and Wales appointed/a new-committee us "2M - E 
EC .. Called the Ethics Committee: Its terms of reference amount to a. niin ^ E oa DAE, a UT AE CLE 
n Neun review:.of the Institute's presént ethical rules and m EM “Yours faithfully; | 
` require it to producé a new 'codé of ethics, based ón the objects <.“ . Manchester. Bo" s. ASHWORTH. 


of the Institute as defined in the resolution pássed at the spetial .. Pere ee E 

_ meeting on ‘September. 27th last [Th he Accountant, October sth, . [Other readers Des ina Would: be ICE particülarly m 
Y gna In.order.to achieve. consistency where: appropriate, this . beue is kd m 5 essed ene ue ur is 
~ Committee will work in full consultation with the Scottish ‘and - 4th) ‘that the: plirase ‘business letters’ is already sufficiently we 


- understood ‘in law.. The. European Communities Act does not 
: Irish Institutes through thé.J dint Committee ‘on Ethics. -- include, so far as we are aware, any specific. exemption for letters 


The Committee has almost completed its- preliminary: work ‘to'a company's" own members; and it may be anticipated that in ' 
Sand will shortly. begin detailed consideration"of various aspects" time, as stationery is reprinted, all company letterheads will ' 
. .of the’ ethical requirements of the modern profession, as- they. include the statutory information a a matter ofc course. — -EproR] 


- "affect members in pfactice,'in industry and.commerce aüd;in ~., 


vA 
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E z should be, carried out, with. the knowledge, co-operation and . 
"approval of members of the three charteréd bodies. For. this ` 
‘reason, an ‘invitation is extended to all to: submit, to their 
,, respective Institutes, their "views on the présent rules with. 

^ suggestions for: improvement by. vay of addition, amendment or . 
"deletion... ; j à 

oa~ While.. the ^ Committee will be ouiticiluls Paai in 

.. Y Jopinions on/siich matters as informative advértising,. practice 

^. with limited. liability, : the exercise of.the right of lien over clients' 
books and papérs, the-provision of inforniation to successors, 

E ‘practice in mixed firms with members of other professions and. 

E : conflicting loyalties to , Profession and employer; views on all 
matters ‘with’ ethical significance will be welcome. Indications 
of" instancés where the rules do not work well in practice will: 

“also be of assistance: ~ 
. The complete re-appraisal of ethical rules includes, of course, - 
ta review of. the. fundamental rules. currently i inthe charter. For 
‘many yéars some, of ‘these -have been describéd..as ‘of little 
oes practical application’ and ‘unworkable’, ‘It i8 expected that mem- 


"ow | 
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z “bers will be asked at the next’ special meeting to agree to the- ` 
e. removal of these rules from the.charter so that revised versions, 
yo .as-appropriaté, may be included in the new-code. ‘The views of 
EE "members on the content of these. rules will also, therefore, be of. 
7*4 , interest to the-Committee. ^. 

bns . Members of the Institute’ are, therefore invited to ‘write. with 
E. Ax their comments tor. . i l i 

d 2 (o The Secretary (Ethics, Corhmittee) 

P. a. P hearse Accountants Hall . 


“Moorgate ‘Place, London EC2R 6EQ d 


kia P 
- 


E bi (i 5a 


. however; intended to carry on. an exchange of. correspondence. 

.. with individuals because this would be too: expensive in terms 
s of secretarial time; The Committee, is, .however,. anxious -to 

assess the géneral climate of opinion on these matters and the 
- 'extent to: which the rules should be liberalized without. pre- 
* ,judicirig the essential’ qualities of the profession. `, p at Í 

L^ The Ethics Committee in rio way replaces the functions of the 

Investigation: Committee and, therefore, inquiries on practical. 

E : *; ethical problems.:should continue to be’ addressed to^ the 

v Secretariat o of. pue Investigation Committee of the Institute. ; ^ 


oc er up x Toun faithfully, Veg 
z | Uc KENNETH J. SHARP, 
raw S g * Chairman: Ethics Committee, 
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"other occupations. It is désirable that. such an important. task. 5 


All letters teceivëd will, of course, be acknowledged. It ig not,” | i 
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It Was Also News Then. 2 "PE 


$m; -= May. I draw readers’ attention to page 798 of The Accent. 
ant for June 25th, 1966?. The articlé begins ‘It is three ‘years 
Since the Richardson: Committee .' ; . rejected the’ suggestion .; 
‘that a value added-tax should be substituted for the profits tax 
and/or the, purchase tax., Not. merely did the committee reject “ 
the tax, bút- sò did both the then. Federation of British + 

. Industries and the. English’ Institute in evidence: -toi the - 
committee.’ Later, we read, ‘A ‘value added.tax.poses a number ^ 
of problems. First;: ... are the administrative complexities of. | 
operating a tax which.would probably be’ collected ‘by every - 
manufacturer in the economy. . . . The second and more serious » 
problem i is the effect that a value added tax may exeit upon 
prices, . ; .. The main point is whether the higher prices gener- `. 
ated: by, the tax would aggravate the. demands of m 
labour for wage increases. >, 

"What has changed.since 1966? e un a die lies in an ` 
earlier. paragraph.of the same article. ‘A’ number of considera- - 
tions have. revived interest'in the value added tax; not, least the 
need for new sources of revenue . 1. ." This ‘inexorable, insati- : 

able,: insane .demand iby central eer. for: more and. 
more money. z 
Another, interesting: issué of The Accountant, Febery apa 
1969, containéd an article by Mr R. Robert on. The Ageold.- 
‘Problem of Incomes- and Prices.’ Mr. Robert recalled that after `. 
the Black Death had' decimated the population, ‘and ‘wages — 
following the laws ofisupply.and demand + had risen sharply,:- 
Parliament decreed (Statute of Labourers 13 51) that all able- 
bodied men and women; without other means of support, were 
to ,, accept service | with: ' anyone "who. ‘might. ' choose to`. 
engage. them at. the old ratés of pay. Suppliers of the nécéssities ` 
of life wére at.the same time exhorted to keep their charges at 
teasonable. levels. Mr Robert pointed out “This- legislatiori was 
a complete failure.— indeed ‘a catasttophe — for 'it. helped. to 
precipitate the, Peasants’ Revolt thirty years. later.’ Mr Dekker 
of- the’ BBC's ‘Money’ programme on’ Friday, -January- 19th, 
revealed that recalcitrant members of the OPER defied the: 
statute were branded ‘with.hot irons! ' 
. Finally, in- your editorial, November 31d, 1962, yo were . 
writing, “Ten years ago, at the Sixth International . Congress 


^ 


^s, " 


:'om Áccounting.in London, a large number of. “accountants - 


listened to and commented on:a number. of excellent papers on : 
- fluctuating price levels in relation to: accounts.’ You were then’. 
_ able to report that At the recent Eu mend Kane 
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of Aon ants in New York, Mr W. E. Parkes, C.B: E, F.C.A. 
[presented| a- paper recommending] that, as a. first step, the ' 


usual acco ts submitted to shareholders should be m de. 
ménted T showing the effect on the “traditional”. l 


accounts of changes in the value of money.’ 
It. is interesting to note that at that time the consumer price. 


index nade was to, the base 1938— 1001 No: further | 


_ Yours faithfully, . 
D. À. TRIGWELL. 
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Inflation. : : Its Cause and Its Cure. 


Sm,- I also ‘read with concern Professor Peirin’ S reply. to 
Mr. ‘Jack Glayton (January 18th, issue). 

Mr Clayton considers that the root cause of oür inflation is the 
enormous) recent increase in~the over-all burden of taxation. 
Unlike Professor Perrin (and Professor Stamp);I feel that Mr 
Claytón's | equest for help does deserve serious consideration. 
‘Indeed thé seriousness of inflation is quite clearly stated in tlie 
recent Góyernment White Paper, “The programme for control-- 


ling anan n:.the second stage.’ This documentstates: |. `- 


-Th vernment commerid these proposals to Parliament. 
and to the nation because they are essential if we are to sustain: 
the higher rate of economic growth which is. now being . 
achieved and which is the only basis for increasing our pros-: 
_ perity., Inflation is the biggest single threat to that prosperity 
and to ‘the improvement of our standard of living. By making 
our products less competitive in home and overseas markets“ 
and by impairing confidence in our ability to maintain growth, ` 


` it threatens the value of our .cufrency and endangers jobs, as’ 


well as investment which can create more jobs. It also damages 
- industrial relations and is socially unjust. -< ^" 

“Inflation is a world-wide problem. Many countries have. 
shared; 1 the recent sharp acceleration in, the rates of price 
‘and payjinflation. We must plan on the basis that the fight against 

lon, will continue for a long time to come.’ 


; supplied italics for the significant’ parts of the above : 





| | quotation; and there can surely be no doubt now that inflation ` 


is a very. important matter. If. the, rising tide of taxation is the 
root cause of inflation, then itis certainly not à waste of mental 
energy to Itry and ‘roll it back’. | | 
I shall P iriterested to read Professor Perrin’ s reply to Mr. ` 
Reynolds (letter of February rst), regarding the allocation of | 
research sed I also look forward: to seeing a summary of, : 
the ‘earth-shattering’ approved research ‘projects that are 
currently, pei w worked on at Lancaster University. 


di | | - ^ "Yours faithfully, | 
Pesto W.L.L NEWMAN, A.C.M.A. 


^ 
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SIR, — E n necessary again to comment on Mr Jack Clayton 8c 


presentation of figures to you (February rst issue). . S 

Mr Clayton sets out tax figures from 1952 to 1972 for com- 
panies and for persons, and asks whether personal incomes have 
risen five times as fast as company incomes. The short answer 
would sé z to be, approximately, yes. The tables of National 
' Income à d Expenditure show that personal incomes increased ' 
about four times from 1950 to 1969. One cannot be sure about 
company incomes, because the tables give these before de-* 
 preciation, and before stock appreciation. . 

I do agree with Mr Clayton that the root cáuse of ETEN 18: 
government spending, and I have always taken the view that the, 
main io ficiary of inflation is the government itself. ' 


Yours faithfully, 
J. ROSS, F.C. A. 
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“Taxation | 
Case 


` Knight | v. CIR . ` 

In the High. Court of Justice (Chancery Division) - December 
13th, 1972 z | | um" 

` (Before: Mr Justice Goss) 7 | 

 Surtax.— Business — Wilful ‘default alleged — Proceedings before 


‘General Commissioners. = Money in mother's bank account — 
' Taxpayer ordered to give evidence — Whether decision. available 
to Special Commissionérs — Question of res judicata — Submission 
. of no case to answer — Whether correctly dealt uith — Whether 
valid Schedule D assessment essential — Whether decision that loss of 
some tax- took place is possible — Income Tax Act 19 52, sections 2, 

229, 524 — Income. Tax Management Act I964, section 6 — , Taxes 
Management Act 1970, sectión: 36. : 


[He taxpayer, a cattle-dealer, was assessed to surtax for 19 52-53 
‘to 1955-56 out of time and pursuant to the proviso to section 


. 229 (3) of the Income Tax Act.1952. Some of the money, on 


which the amount of'the surtax assessments were made, was 


' in the bank account of thé taxpayer’s mother. The General : 


. Commissioners ordered the taxpayer to-give evidence about this 
money, and included the: money in the amount of the assess- 
ments as confirmed by them. The question of wilful default 
was not raised before the General Cómmissioners. — . 

It. was contended for the taxpayer (i) that no valid income 
tax-assessrnents in réspect of the money in the mother's account 
had been’ made, because those confirmed: by the General 
Commissioners were invalid owing to the General Commis- 


sioners' order to the taxpayer to give evidence and' bécause : 


additional income .tax assessments in: respect of this money 
should have been madé 5H) that the question of wilful default 
was res judicata, as it should have been raised before thé-General : 
Commissioners, - but was not; (iii) that the Special Commis- 
sioners did not correctly rule upon the taxpayer’s submission 
of no case to answer, and his statement that he intended not to 
: call evidence; (iv) that, as to 1953-54 and 1954-55, a. valid 
' determination of the i income tax appeal was a condition precedent 
to. a. valid surtax assessment on the money in question under 
the proviso.to sectión,229 (3); (v) that the Special Commis- 
.Sioners could not-consider that some of the tax,had been lost, . 
- but had to decide that all or that none had been lost. 

It was contended for the Revenue (i) that-whether or-not the 
General. Commissionérs had acted: correctly:as to the money 
in the mother's account, the Special Commissioners had made 
express findings on the issue on the evidence before them, and - 
weré entitled so to find; (ii) on the res judicata point, that there 


: was no duty.on the Inspector to raise a charge of wilful default 


‘at the hearing before the General. Commissioners; (iii) that the 


,conduct of the Special Commissioners, in dealing with the : 


submission of no case to answer, could not be impugned; (iv) 


` that, as to 1953-54 and 1954-5, if there was a fatal irregularity -` 


in the proceedings before the General Commissioners, it was 


immaterial because the Special Corámissioners could and-did 


determine the question themselves; (v) that no inquiry as to 
loss of some, or of all' or none, of the income in question being 


attributable to wilful default was necessary, 


The Special Commissioners decided i in favour of the Revenue. 
_ Held: the Special Commissioners’ decision. -was correct. 
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penc Students’ 
Successful Tax Course 


| OPENING the London Chartered dicens 


ant Students’ Society's one-day course on ` 


“The imputation system of company taxa- 


‘tion’ last Friday, at Chartered Account- | 


-ants Hall, Mr Kenneth’ Wright, M.A., 
F.C.A., Deputy President of the Institute, 


said that the new system went ‘a long. 
. way’ to recognizing that the profits of: 
companies were the income of share- . 


' holders. ' 

The course, which was handy over- 
- Subscribed, was attended by as many as 
E. members of the Soclety and account- 
ants in practice and industry. 
= Mr Wright described the confusion 
which had existed since the early nine- 
" teenth-century about the proper prin- 
" ciples on which the profits of companies 
ought to be taxed. He pointed out that 
the 1965 Finance Act was revolutionary 
, in’ that corporation tax was ‘fairly and 
: squarely” a tax on the profits of corpora- 
tions no relief being extended to share- 
‘holders in: respect of dividend income. 

- In his view, the new imputation struc- 
ture .of taxation went a long way to 
recognizing that the profits of companies, 


at least to the extent that they are dis- . 


“tributed to the shareholders, really are 


. the income of the shareholders and that : 


~ the tax paid by the company is really paid 
in large measure as a collecting’ agent 
from those shareholders. 

Mr Richard Price, B.SC.(ECON), A.C.A., 
of Financial Training Co Ltd, introduced 
the imputation system at the morning 
.. session, explaining the change in emphasis 
: between distributed and undistributed 





Mr j. A. Poulter and Mr C. W. d DRE A. C.A. 


profits and the calculations involved under 


. the new tax structure. 


After a buffet lunch, Mr Jock. Worsley, 
F.C.A., also of Financial Training Co Ltd, 
dealt with transitional and overseas 


provisions. He stressed that companies 
‘must take account 


of all relevant 
circumstances in deciding when to pay 


dividends during the transitional period, 


and where possible in re-arranging those 
circumstances, for instance,. their necip 
of franked investment income. 


Comments. received after the course 


were unanimous in that it was an out- 
standing success. Mr Bill Dorman, A.C.A., 
the organizer, together with the lecturers, 
must be congratulated upon providing 
the type of courses required by: iid 


: students and newly-qualified accountants. 


| February 15th, 1973," ^ 

'NINE-MONTH COURSES 
THE following statement was approved 
at the Febrüary meeting of the Council 
of 'The Institute of Chartered Account- 
ants in England and Wales: - 


All non-graduate entrants, with the 
minor exceptions referred to in para- 
graph 18 of the Council’s May 1972 
statement ‘A Policy for Education and 
Training’, are required to ‘attend a 
full-time. course.of one academic year 
(9 months) if they enter into articles after 
July 31st, 1973. Inquiries have been 

' received on the position of students who: 
(a) Enter five-year articles on .or | 
before July 31st, 1973; -on the 
basis of sufficient passes at ordinary 
level obtained at ‘examinations 
held before August rst, 1971, and 
who subsequently seek a retro- 
spective reduction to four years 
when later evidence of passes ‘at 
advanced level is available; or 
(b) Claim to be unable to find a place 
at a college. (This situation may 
. arise, though i it is hoped that it will 
not.) If it is accepted that some 
students will not be able to attend 
the college of their ‘choice, the 
chances of lack of places are likely 
to be small. 
The Education and Training Com 
mittee intends: j 
(i) to grant the retrospective re- 
duction in (a) above only where 
the clerk subsequently follows the 
nine-months course; if he does not 
do so, he must serve for five years; 
(11) to provide that clerks entering’ 
articles after July 31st, 1973, who 
satisfy the Council that they are 
unable'to secure a place on a nine- 
months course shall be required to 
serve for five years — such a 
requirement being permissible by 
way of an extension to the transi- 
tional regulations ‘allowed under 
by-law 124 and which will be sub- 
mitted to Council in due course for 
formal approval. 





. Pictured during a break for lagen: left to right, Mr Z: T. M. Karasinek Karren, B.Com., A.C. c. A., Mr David Harrison, A.C.C.A., and Mr R. Price, 
B.Sc. (Econ.), A.C.A. Aight. The course chairman, Mr Bill Dorman, A.C.A., discusses the morning's proceedings with Mrs M. D. Angan, A.C.A., 


i and Mr Jock Worsley, F. C.A. 
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Fig ht 


cancer 





When testators ask your advice, please: remind them 


of the urgent work of the Imperial Cancer Research 


Fund. In the Fund’s up-to-date laboratories trained. 


minds are using every weapon. amem 

‘of modern science. to fight all - H.M. THEQUEEN 
forms ; of cancer, including ` ^ President: 
leukaemia. “Tha Honourable 
Now one of the world’s great -< alis m 
research centres, the 1.C.R.F.. 
‘relies entirely on: public sup- 
port. Thb cancer problem must 
be solved. Please help now. 


Please wri e for further information to: 
The Secre ary, .C.R.F. (Dept 183) ` 
PO Box? 23, Lincoln's Inn Fields, 
London WC2A3PX ~ 


IMPERIAL GANGER == 
| RESEARCH FUND saa | 
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n SPICER. AND PEGLER'S 


. INCOME TAX. — 


(28th Edition) . 
iK S. CARMICHAEL; F. C.A., F.T.Ll. 





This edition incorporates the details of 

ithe Income and Corporation Taxes 

Act 1970, the Taxes Management Act 

i 1 970, the Capital Allowances Act 

| 1 968, and the Finance Acts 1970 ang: 
1971. 


Price £3:50 Post free £3 75 


|. 

A SUPPLEMENT is now available: 

to the above volume covering the 

changes made by the Finance Act A: 
19 









| 
Price 30p ' 


i 






. Post free: "i 


H.F.L. (Publishers) Ltd. 


9 Bow Street, London WC2E 7AL 
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-You could havethese - 
ia after yourname — 


-- withS0A 
guaranteed tuition 


Qualifications are the key to success. Without them, you - 
could stay in the same old rut for years. With them, the way 
to the top is wide open. 

We're now offering you a home study course with a 
unique benefit: a course which guarantees to coach you . 
uritil you get the qualifications you need! It's a fact! We go © 


on coaching you until you pass your exams. And thousands 


have already passed through The School of Accountancy — 
thousands of-successes in professional examinations! 70 major 
prizes, including 20 S. Laurence Gill Prizes, 29 Leverhulme 
Prizes, 13 Donald L. Moran Prizes, 10 George Russell 
Prizes and many more. Last year many of our students 
re-enrolled: for further qualifications -after passing their 
examinations — and many more of our enrolments were 
entirely the result of recommendations from former SOA 
students. Once you've experienced success through SOA, . 


. you'll realisethere's no reason why youcan'tgo right to the top. 


. With the School of Accountancy you study in your own 


"home, at your own time, at your own pace. All material is, 


specially designed to develop individual potential. You are 
coached by a tutor who is a highly qualified expert in your 
field. He will guide you “through the course and the model 
answers, step by SEP. And give you advice on exam 


. techniques. 


Find out about the School of. Reena Fill in this : 
coupon and send it off aaa your first step on the road to 
success. 


Your way to success starts here! 


| Post this coupon today to: ] 
The School of Accountancy & Business Studies, | 


^] roJa Regent House, Stewarts Road; London SW8 4UJ- 


a Regent House, 341 Argyle = Glasgow G2 SLW. 
Subjector Examination ` 


| Name 


| ace 


| P The Schod of Accountancy | 
B — -—  & Business Studies EST. I9IO , i 


Accredited by the Council for the Accreditation | 
| of Correspondence Colleges. . 
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.. For sale by TUUS 
' 5^ LONDON AUCTION MART -> 


FUR TRADE HOUSE, 
25 LITTLE TRINITY LANE, E.C.4. 


WEDNESDAY, 14th MARCH, 1973 


( Tm previously sold) 











-~ By order of Unigate Limited — - P 


. FREEHOLD AND LONG LEASEHOLD 


E ^" SHOP li 
BANSTEAD 207 Firtree Road ' 
BARNES "m. .. 492 Castelnau - 
 BEXLEYHEATH | 266 The Broadway |. 
BROMLEY 441 Downham Way ' 
CHINGFORD 48 Station Road 
. EAST BARN ET ^: 261 East Barnet Road 
- EWELL 399 Kingston Road | 
SOUTH WOODFORD 129 George Lane s 

-TOOTING 135 Mitcham Road -~ ` 

-TUNBRIDGE WELLS  boMount Ephraim 
WEYBRIDGE 9 Church Street 
WEYBRIDGE 97 Queens Road 
LONDON W.6:1 13 Cosmo Place 
LONDON S.W.1 45 Warwick Way 

' VACANT POSSESSION. 
(Subject to tenancies of parts) 
‘BALHAM | © 63 High Road 
VACANT POSSESSION 
Joint Auctioneers: 


‘MICHAEL LAURIE & PARTNERS 
243 High Street North, London EI2 
01-472 8811 


NEWPORT PAGNELL 


‘ FREEHOLD SHOP INVESTMENT 
58,62, 64 High Street 
“3 shops and supermarket let and producing »775 p.a. 


VALUABLE RENT REVIEWS FROM 1978 


FREEHOLD DEVELOPMENT SITE .. 
. 66Hlgh Street . 
Detalled planning consent for 3 shop units.. , 


i; VACANT POSSESSION 
Joint Auctioneers for: 
VICTOR BEHRENS, SANDHURST & CO. 
21 Harley Street, London WIN 2AE. 01-636 2491 





29 St.George Street, Hanover Square, LondonW1A3B6.01-6299292 
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| We form 


í February 15th, 1973 


| EMERGENCY g 
ELECTRIC POWER | 





SPECIAL OFFER: E 


» Emergency Stand By Power Units | 





Solid State-Silent-Provide 

Power for Office and Domestic .. |... 
Lighting, Office Equipment,  . 0 24 
. Teleprinters, Gas Central Heating ux E 


" etc. 


Protect your home and business against uil 
power failure. These units are robustly ij ^ 
constructed and fully guaranteed and 
are offered at £86 below normal price 
at only £749 each inclusive of batteries. 
Normal price £235. A limited number ` 
only available at this price. Don't wait 
for power strikes before ordering. " 


Write: Dept AT1, EMERPCO: 
. 8 Felton Road, The Meadows. 


1 


Nottingham. Tel.861126 `- 





companies . 


i ‘standard’ companies: 


Formed by experts to méet the precise needs of the - 


4 


business concerned, they reflect current legal practice. 


‘immediate’ companies | 
Simplified company formations using pre-drafted standard - 
Memorandum & Articles for extra speed and simplicity. 


‘ready-made’ companies © 
Immediate Private Companies with £100 authorised 
capital. 


‘special’ companie: 


We are expert in forming Guarantee Companies, Public ^ 
Companies, Unlimited Companies, Charities, Industrial & 
Provident Societies and MOUS: Associations 
_ & Societies. 


-— 


Telephone: 01 ~253 6214 Telex: 261010 : 


Jorda & Sons Limited, 
Wilec House, City Road, 
London EC1Y 2BX.- 


Jordans & 
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‘Birmingham’ S Policy at March 


ACASS Council 


| 
 TWO-HOUR — meeting Be: 


ham CAS 


| and members of the Society 
was held 


the'.Society Library last 


Thursday ' to consider policy on major ' 


topics to be discussed at next month's 


lively and iuninhibited on a variety of 


affairs’ effecting students and it was: 


generally felt that this was a progressive 
and worth-while move by the Society to 
involve its| members in major policy. 
decisions. ,! 

The concept of minimum salaries for 
articled cler, rks was seriously considered, 
but it was generally felt-that while {1,100 
might be d |realistic figure for members 
working in| the London area, it was 
. reasonable |to assume that many small 

firms in other regions could not afford to 

pay that sum. The danger was, that in 


naming a definite figure for an accepted. 


minimum salary, one would also establish 
‘that figure as the maximum. 

The argument, moved towards the 
possibility of the Institute establishing a 
- committee which could deal directly with 
individual cases worthy of consideration, 


but concluded that the problem of vested . 


interests on such a. committee were 
probably i ins punctate: 


- ated to AC 
rights irrespective of the number of 
students the society representéd. It was 
felt that if / 


prising individual student members, each 


. member would be entitled ‘to a vote. 


Under its present constitution, it is an 
affiliation of student societies and there- 
fore-each student ` society i8 entitled to an 
equal vote. * 


On the. question of the structure of 


articles it was felt that there should be . 


greater ‘freedom and flexibility. It- was 
t the advantages of free 
ity| of articles, namely ` the 
improved training and practical experi- 
ence it would! give an'articled clerk, far 
outweighed th disadvantages. of severing 
a relationship; with a principal. The view 
was held to 
inherent factor of the ernployer who 






would.be relüctant to accept as articled - 


clerk who had transferred his articles on 
more than one previous occasion. 

There was 
disagreement ; 


clusive gradua 


tween T committee of the Birming- | 


! articled 


CASS. were a union corm- : 


[be invalid because of the 


bsolutely ‘no, question of 
n the question .of ex-.- 
te ney to the profession. 


Birmingham are resolute in their opposi- 
fion to any. move to restrict the entry of 


‘A’ level school-leavers to the profession. - 


It was felt that it was totally wrong to 
commit any individual to a degree course 


s prior to studying. for the. Institute 
ACASS Council. The discussion was - 


qualifying examination. 
Firms’ training schemes posed: the 


question of what is an acceptable, mini- 
mum level of practical experience. Tt was 


generally felt that there was insufficient 


direction from, the Institute to firms to 
ensure that articled clerks covered in 
practical terms the syllabus on which 
they ,were examined, and while the 
clerks' 
welcomed, there was certainly no -room 
for complacency in this important areá. 


Finally, the meeting .considered the- 


matter of representation of the Institute's 


Committees — the subject of -some’ : 


controversy in recent weeks. It ‘was 


t 


training record was’ 


229 
generally regarded that representation on 
Institute committees was a step towards a 


' better: mutual ‘understanding. In fact, 


following the initiative of the Institute in 
this direction -(‘Roundabout’, February 
8th), it was widely felt that ACASS should 
suggest a reciprocal arrangement: 

In the same train of thought, it was 
felt-that the Council of the Institute did 
not adequately represent the attitudes of 
newly qualified accountants. This was 
not to suggest that the Council was rather 
aged, more to perceive that chartered 
accountants are qualifying at a. younger 
age these days and are in need of an 
organization of their own to act as an . 
intermediary with the Institute. 

With these points in mind, the meeting 


". temporarily adjourned and reconvened 


at. the Queen's- Head; the "following 
resolutions did emerge, "however, which 
Birmingham feel should be seriously 
considered before and during next 


month's ACASS Council. BCASS also 


feel that if other student societies took an 

active lead such ideas may well.come to 

fruition. 

(1) BCASS propose tliat each student 
Soc ated to ACASS have 





- Survey of French. Students 


EACH year the French student body, the Association Nationale des Experts Comptables d 
Stagiaires (ANECS) — the French counterpart of: ACASS - carries out an extensive : 
survey of its members. The following: information is abstracted from its latest investi- 


mE | gation punte in the student paper Expert Comptable de Demain. 
Equal voti ng rights . eb 


It was sugg led that each society afili- ; 
ASS should haye equal voting . 


Per 
. Cent 
under 20 .. geo) qug Cep. eae 
20-24  .. TIE TO 
25-29 s, es E T. 
30-35 o MER. WE ouis 17i 
 OVer35 .. psi cdd re we dB 
Family Status "M 
Single .. / ..' .. .. 47. 
Married ,. F BE. uw Xx BA 
Divorced . o4 . 
Sex - : ; 
‘Male ; 86 
Female . 14 
Military Service | . 7 
Not called up ^. -. ue Ud 
Serving now sce pag hte 3. 
Completed . .. | ...-:.. 73 
Education . x 
. University arid-Grandés Ecoles... 46 ~ 
‘Technical college. ^ .. — ...40 ^ 
"Secondary education. .. — .. "I4 ^ 


Preparation for Examinations 


Oral courses j bu 
Correspondence courses > .. 3I 
Professional training - ~. 224 


+, 
" 
3 i ^ 


On their own. pub ser cete e 2 


Per 


TU C. E Cent . 
- Articles spent where: 
(a) In practice .. hpt we OA 
In industry .. 8 
Others 8 
(b) Paris -.-. 48 
Provinces — .., >.. 2r 43 
Abroad ` ; i: bo 4 09 
Nature of Experience DE 
Accountancy and taxation" — .. 62 
Auditing . i vs 23 
Management information -and 
financial advice RENE 
Working Week TE oe 
Under 35 hours .. Paw. Eom ES 
36-40 hours - byte: wx EO 
40-45 tr "Lut di ott 753 
over 45 hours .. < a. . .. I 
None m p no s | 38 
. O- £600... Re . wa 5 
f£600-£1,200 .. ^ ..  ,.... IO 
£1,200-£1,500°.. ^" .. z. I5 
. £1,5oo-f2,000 .. . ... vo ARE 
£2,500-£3,000 ere i po S65 
^ over £3,000 T - .. I2 
. Noreply. p Oueb use X» 
Opinion of. Salaries mE 
. Sufficient: i QE due c sw 9 
Inadequate i he m 380: 


Don’t know.  .. E se NES 
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Las c -equal voting ds. at thé ACASS - 

.''* » conference. 

ES BCASS ` propose du ACASS re- 
solve at the March conference to: ask 


'the Institute to propose to its mem- . ' 


bers that articled clerks to be paid a 


basic living ` wage above the level at 


^ om which it is possible to claim govern- 


-—- 
^. -* 
E 


* 
` 


pt 


^ 


-~ . Be ig 
) 9v, . 
- : r 


‘Treasurer, 


` 
T pEr” 


/ ment subsidy... - 
(Q9 While: welcoming the ‘plementation 
of the articled clerks’ training record 
88 a’step: towards a more compre- 


\ ".hensive technical éducation, BCASS 
resolve that the interests of both -` 
articléd clerks and. the: profession ' 


a? af NS CURVE 


oe 


^'^ would be best served ‘by a more. 
. flexible system of training. To. this , 


. « . end BCASS recommend that: 


Y 4 n 
1 i g 
e ! F : Ü 


' (a) articles should provide for autó - 
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sy 


| eae. BUD O «school dd still: get rout their ` ex- : 


members of the Institute; a. 


(5 the Institute should encourage. 
its members - to, implement. a’ 
formal system whereby articled ' 

~ clerks may be seconded to' 
‘fellow members of the Institute 
to acquire wider experience, of. 
professional practice. . Y 
@ BCASS resolutely oppose exclusive ` 

graduate entry to the profession. 
6) BCASS recommend. that the con- 
ference welcomes the Institute’s 
initiative in: inviting nominations of 

. student members for its committees 


E i -- and instructs the ACASS Executive 


. " to accept this offer and implement 
a forthwith. | E " 


Y 
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‘Let's s Work Together’ SE | 


[E the gtüdent bod iud the Institute 


“said, We. 


student revolution to put the world: 


aright.’ ‘Reference -had been made, he. 
went on, to the good relationship existing 
between Liverpool students and the 


; Institute. 


'I think we have. been very- fortunate 


> in Liverpool that such a good relationship 
^" ehas existed, because I think there. is‘a 
_ danger that the’ Institute on one side and. - 
'* "the stüdent body on the other may fail to ` 
7 ‘realize that we are really one Institute — 
-- <> that the members of the Institute were 
;. . the students of yesterday and that the 
"^... students of today. will be the Institute of 
| tomorrow; = 


| Co- operative spirit E 


We. should be careful of hes image: we 
^ give to the outside world because our aim ' 
" is to create an Institute of which we want 


to be proud to be members.’ Mr Green 


went on to say that if the students and the - 


. Institute "were to make progress it was 
` essential that. they worked i in a spirit « of 


i 
E 
t 


He 1 


Theme of Liverpool’ S First Annual Dinner 


i co-operation. In - very recent years the ` 
were tö make progress, it was essential.. 
“that they workéd in.a spirit of co-opera- - 
_ tion, said Mr Arthur Green, F.C.A.,, a 
-member of the Council of The Institute 
; ‘of Chartered-Accountants in England and 
, Wales, apeaking in Liverpool last Friday, 
' at the first annual dinner of the Liverpool. 
"Chartered Accountants Students’ Asso- 
. ciation. . 4 
. Mr Green, who was responding to the’ 
-toast of "Ihe Institute’, proposed by” 
` Mathias Keah, B.COM., the Association's ` 
do not needa 


Institute could demonstrate that it had 
tried -to listen to the views of student ' 
societies. Many of these ideas had been 


| incorporated into such aspects as training. . 
and the introduction of student repre- 
sentatives on Institute committees. 


"~ 


Edücation cenges A 


- Mr John Anderson, M.A., A:C.A., Barrister, 


and Principal of Caer. Rhun. Hall, re- 
sponding to the toast of the guests; said: 


“There is no doubt that we are in an era. 
of change in education. For many years, 


accountancy was ides as a craft. 


: One sat at the feet of the master and the 
master taught. But the. master did not 
always know if he had a pupil and the - 


pupil did not know who his master was. 


supposed tobe” ` / 


: Enthusiasm,.he said, had undoubtedly 
been killed by the brown paper parcel 


-from the correspondence: college.. 'Now ' 
. the pendulum has swung the’ other way, - 


to the idea that you.should sit in your 
t and swot over your paper. Results 
indicate that, those: who rely entirely on . 
oral tuition. should think 
"What was good enou diga grandpa 
was. good enough now, ‘was often: the ` 
attitude of principals at thé moment’, said 


‘Mr Anderson. If students did not work 


aminations. Tt just does ‘not work’, he - 
warned. 2 
Mr J. Nigel R. Taylor, ACA, ATLI, & d 
local lecturer, proposed the toast of the- | 
Students’ - Assotiation, and the President 
of the Association, Mr G. A. Maxwell, 
` A.C.A., replied: Turning to communica- 
tion between the students’ committee and © 
the students, Mr Maxwell said “we have 
. this year endeavoured to get some firms’ 
representatives on to the committee* and | 
he expressed the hope that the elections to. 
the, committee this‘ year would be far 


more representative than in the past. 


' ‘We will endeavour to.limitthe number 
‘of representatives from any one firm to. 
two. I hope that the students here tonight 
. will stand for that committee so that we ` 

can get a broadening of views. | 
Robert Macfarlane, secretary, of: the 


+ Association,. ‘proposing. the toast of the. 


"guests, expressed the hope that the dinner _ 
would be recognized as,a good annual: 


, event and. that it would: succeed i in future. 


years. e - f n y = 
* t 
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| PROPOSED LINKED. COURSES 
AT GUILDFORD." r 


THE Guildford: Branċh of SECASS have. 
arranged a meeting at the. Guildford 
Technical . College in the hope ‘of - 
Jn the College that linked courses’, 
r the ICA Finals Parts I and II examin- 
ations will raise sufficient support in the ` 
Guildford area to warrant: the College : 
 introducing.them. - ' 
The meeting will be held in the lecturé 
. gallery at' the College at 6.p.m. on 
` Thursday; March 8th. As well as the; 
Heads of the Department of Commerce, ' 
a representative of the County Education 
` Department. will also attend. Av 'im- 
‘pressive turn-out of local articled clerks is 
, absolutely necessary if the meeting i$ to 
be. a success. The ‘contribution. the . 
College is likely to make is two evening ` 
lectures/tutorial. sessions a week. 
Articléd clerks in the area wishing to ' 
make the meeting.a'success and who are ` 
. also, interested in other activities of the . 
. Guildford » Branch, ‘should. contact the 
Chairman, Barry Cooke, c/o Mills Hawes 
pee & Co, 99 cae Street, Guildford. 


REED COLLEGE. P 


REED COLLEGE (Principal: TL. H. Drury, 
M.A., A.C.A.) have asked us to say that | 
their eight-week residential course for ` 


steadily throughout their period of study, . candidates sitting for the ICA. Final 


, then a few weeks of cramming would not , 


do it — examinations "were. getting more 


| difficult: 


‘Students are expected. to do a crash 
course, at a d i ane or at a private - 


; 
: 
' Li 
i 


*- 


Y 


Examinations in May, advertised i in The | 
Accountant of February rst, is now fully . 
booked. Registrations for.the pre-Novem- 
ber examination: course are. now being 
accepted 


` - 
»" — 
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PROFESSIONAL NOTICES - 


Chartered. Accountants, of > 
oùse; 125-130 Strand, Lon- 
don WOC2!| announce that Mr. Eds B. 
LOCKYER-NIBBS, F.C.A, has been ad- 
mitted to artnership with effect. from 
. January I8 edie 
HUGHES,’ | 


ALLFIELDS, 
Wellingtoni H 








, SOOLE & Co, Char- 


tered Acco ars announce that: they . 


have admi ted to partnership as from 


Febrüary Ist, 1973» . 
BREWSTER, TOATE . V. Le NEvE FOSTER, 
' B.A., “FCA, P. V. LsH, F.C.A, S. G. 
S PRIME, F.C. al, and P. G. Hine, F.C.A. 


APPOINTMENTS 


Mr G. S.|Crainer, C.A., A.C.M.A., has 
been elected a director of Bury & Masco 
(Holdings)}and has been appointed in 
addition to the board of Bury & Masco 
Industries.| He will continue.to act -as 
PE of both companies. 

' MrR. S 
etary of Hawker Siddeley. 
Power Tra isformers Ltd. Mr Hoskins 
joined the company - as chief accountant 


in July 1970. ` `. 


has been managing director of Winsor & 
` Newton fot the past two years, has been 
appointed i airman of.the.company. 

Mr R. V, Olsen, F.c.a.,, comptroller 
of Wiggins] eape, has been appointed to 
the board of directors: 

Mr Wilfred- H: Page, A.LM.T.A., has 
been appointed assistant chief accountant 
d Bil nting) at Seeboard's central 









Messrs R. B. 


. "Rc a olm der, TAE te! ~ 
23 is . j t wer MT 
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" ACCOUNTANT | 


l j 
accounts office at ‘Worthing. He will ake” 


' up his new appointmerit in April. 


Mr George Payne-Butler, Á.r.M. T.A., 


~ has been appointed Sn Treasurer of 


Surrey. 5 


: MK L. Phillips, F.C.A., m 
appointed a director of Petters Ltd,. a 


Hawker. Siddeley Diesels company. He 
holds a number of other board appoint- 
ments in Hawker Siddeley, including 


. -231 


". "MEMORIAL SERVICE : 
: A memorial. service for-the late John 
Dennis Russell, M.A., F.c.A., is to be held 
at St Bride's- 
London, on Thursday next, Fébruary 


22nd,at 12.30 p.m. Mr Russell was senior : 


partner in Binder, Hamlyn & Co, 
Chartered Accountants, and a member of 
Council of 'The Institute of Chartered 
Accountants in:England and Wales (The 


R. A; Lister & Co and Mirrlees Blackstone " Accountant, January 250 


Ltd. : 
Mr Felix P. T. Reeb, A.C.M.A., "will in 


` April, take: up. the ‘appointment of | 


. Seeboard’s assistant. chief ‘accountant : 
^(mánagement accounting) at the Board’ 8 


— 


oskins, F.C.A., has T NC 


Hove-headquarters. . 


Mr: W. D. Rider, Cu P.ILM.TA.; 


.director of finance, Winchester City. 


Council, - has ` been appointed Chief . 
Executive Officer and Town Clerk of the 


. City, and Mr F. W. Ansell, '&.1.M.T.A., 
. succeeds: him as director of finance.. 


. Mr George S. Smart, F.C.M.A., has.been 
appointed a director of John acidic & 


‘Sons (Milnsbridge). Ltd. 


er 


MANAG EMENT: ACCOUNTING 


. RESIDENTIAL. COURSE - 
A five-day residential course on, manage- 


ment accounting and corporate planning . 
-isto be held by the School of Accountancy : 


Studies at Slough College of Technology 
from March sth to gth. Topics will. 
include business forecasting and budget- ` 
ary "control standard and margin: 
costing, measurement of return. on 
capital, sources ‘of finance and influence. 
of taxation on, policy decisions. 

The fee of £40 includes board, accom- 
modation and tuition, and early applica- . 


‘tion should be made. with fee, to The 


Registrar (Accounts), Slough ` = Slough 


, of Technology, eae Street, a 
Bucks Be 1YG. - 


Mr R. Y: i Kennedy, C.A., F.C.M.A., who" ` 


“INLAND REVENUE — ^ 
PUBLICATIONS -> 


A booklet entitled _ Residents and Non- 


‘residents — Liability ‘to Tax in the United 


Kingdom has been issued by the Board 
of Inland ‘Revenue (rerenga number 


-IR 20) 


Copies are obtainable free of Charge 
from any - office of HM Inspector of. 
Taxes. . 
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YONN FOORD, & COMPANY 
QUEEN'S GARDENS, LONDON W2 3AH | ^ 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT. & MACHINMY. ‘Etc. 


INVESTOR PROTECTION 


‘Trends’ in Investor Protection’ is the, 
theme of a two-day conference to be held 
at the Senate House, University of 
London, on April 6th and 7th, sponsored 


Church, - Fleet Street, | 


i ee UO Y 
unc A Gi 


jointly by thé Institute of Advanced. Legal k 


Studies “in -the University and by the ` 


New York Law Journal. It is hoped. to 
` attract an audience of some 150 American. 
accountants, lawyers and: businessmen, 


with a airnilar number from the. United 
Kingdom. 


Under the joint chairmanship of ' 


Professor L. C. B. Gower, Vice-Chan- 


. cellor. of Southampton University, and 


' Professor -Louis Loss; of, Harvard, the 


. conference, will compare American. and 
British: law and. practice: on investor 


protection, with additional reference to 
developments on the Continent of Europe. 
A. distinguished panel of speakers has 


been assembled, including Sir Ronald , 


. Leach, ¢.B.£.; F.c.A., a Past-President of 


'The Institute of Chartered Accountants - 


in England and' Wales and chairman of ` 


the Accounting Standards,Steering Com- 
mittee, An integral: part of the programme 


will be a dinner in. the Hall of Lincoln's: 


Inn on Friday, April 6th, at which, Lord 


Pearce, chairman of the Appeals Com- 
mittee ‘of the City Take-over Panel, will ' 


be the principal speaker. l, 

As attendance is necessarily limited, 
‘intending participants are advised to 
register as soon as possible. Brochures 


and application forms are available from . 
ı Professor J..N. D. Anderson, 0.B.E., LL.D., 


F.B.A.,.: Director of the Institute of 
Advanced Legal Studies, 25 ‘Russell 


Square, London WC1B.. ;DR (01-580: 


4868). ‘The conference fee will be approxi- 
mately £80 per head, inclüding "e 
conference literature, the dinner. 

‘Lincoln’s Inn, and lunch and ue 


ments on both: days. 


01-262 2473-8 





FIRST OECD ECONOMIC 
SURVEY. OF AUSTRALIA 


The Organization for Economic Co- 
-.operation and Development this week 
published its first Economic-Survey of 


^ Australia (HMSO, 35p). 


, Every year, the OECD Economic and 
Development Review Committee reviews 
the economy of each of its member 
countries, based on a memorandum 
submitted by the country concerned and 
documentation prepared by the Secre- 
tariat. The published economic surveys 
which emerge from these reviews con- 


*. "centrate on immediate economic policy, 


but also include appraisals of longer- 
term policy issues. 
. Australia joined the OECD in 1971 
and the Economic Development and 
Review Committee conducted its first 
" review of the Australian economy last 
November with officials of the then 
Australian Government. The economic 
survey now published is the result of that 
. review. 


MANAGEMENT CONSULTANTS 
ASSOCIATION . 


Mr E. W. Barnes, F.C.A., F.C.C.A., 
F.1.M.C., has been elected Chairman of 
the Management Consultants Association 
with effect from January 1st, 1973. Mr 
Barnes, who was Vice-Chairman of the 
Association in 1972, is a partner in Price 
Waterhouse Associates. 


SOLVING PRACTITIONERS’ 
STAFF PROBLEMS ` 


Now that salaries in practice have 
reached, and in some cases gone beyond, 
| parity with those in industry, there 
should be no reason for professional 


practices to suffer continual shortage of , 


^ staff — particularly as present-day pro- 
'., fessional practice involves not just audit- 
- ing, but many interesting activities such 


as management consultancy, investiga-- 


tions, taxation planning and insolvency. 
Among suggestions put recently to a 
^ group of practitioners by Mr G. F. 
.. Ormrod, B.A., of Gibson Ormrod Asso- 
' ciates Ltd, were recruitment of qualified 
accountants from South Africa, Australia 
and New Zealand — the ‘Old Common- 
‘wealth’, - and a ‘London weighting’ to 


FOR C.A. 


EXAM 
PASSES 


THE. 


ACCOUNT! ANT | 


attract qualified accountants from the 


provinces to London. To meet the acute 
shortage of qualified seniors, one large 


firm has launched its own re-training © 


programme for members of The Asso- 
ciation of Certified Accountants, the 
ICMA and the CIS with no preven 
experience of public practice. 


As a counsellor to the Association of 
Chartered Accountants Students’ 
Societies, Mr Ormrod has been asked to 
produce an official -ACASS Careers 


/ 
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we 


_ February 15th, 1973 


Digest to be distributed to the Associa- 


tion’s 20,000 members in the UK. 


BARBICAN TAX GROUP 
Owing to Mr H. J. Friend’s absence 


abroad it was necessary to cancel the 
meeting on February 6th to discuss 
‘The imputation system and foreign 
source income'. The meeting will now 


. be held on Wednesday, February arst, 


at 6 p.m. in Committee Room 1 at 
Chartered Accountants’ Hall. 


l 


In Parliament 


Professional Standards 


Mr JAY asked the Prime Mnister what 
action the Government intend to take 
to prevent British professional standards 
being damaged by EEC proposals for 
harmonization. 

Mr Barser: I have been asked to 
reply. 

None of the proposed European 
Community directives for the mutual 
recognition of professional qualifica- 


tions has yet been adopted. They will. 
‘have to be considered by the Council 


of Ministers in the normal way, taking 
into account the views of other Com- 
munity institutions as appropriate. ‘There 
is no intention of allowing British pro- 
fessional standards to be lowered, and 
professional: bodies concerned will be 
fully consulted to this end. 

Hansard, February ist, Written ans- 
wers, col. 451. 


Small Firms: Statistics | 
Requirements 


Mr STANBROOK asked the Secretary 


of State for Trade and Industry whether, . 


in order to assist small firms, he will 
review the requirements of the Statistics 
of Trade Act 1947 with a view to raising 
the limit on the size of firms obliged to 
provide data under the Act. 

Mr OnsLow: We are conscious of the 


need to assist small firms by reducing the 


burden of form filling on them, but this 
does not require an amendment to the 
Statistics of Trade Act. 

Hansard, February 5th, 1973. Written 


. answers, col. 5. 


Insurance: EEC Regulations 


Mr SkEET asked the Secretary of State 
for Trade and Industry if he will identify 
the draft regulation issued by the Com- 
mission covering insurance designed to 


: harmonize the rules within the nine 


members of the Community; and what 
is the policy of the Government thereon, 
with particular relation to its application 
to all insurance companies. 

Sir G. Howe: There are two directives 
in the course of preparation which, with 
some minor exceptions, would apply to 
all insurance companies engaged in direct 
insurance other than life. The first is 


designed to harmonize the rules under 


which an insurer may establish a branch 
in another Community country, and the 
second to eliminate existing national 
discrimination. The Government support 
this move towards liberalization and 
discussions are continuing in Brussels on 
amendments to meet the particular sia 
of the new members. 

Hansard, February sth, x973. Witten 
answers, ‘col. 6. 


Post-War Credits 


Mr Kwox asked the Chancellor of the 
Exchequer what proportion of those 
eligible to do so have already claimed 
their post-war credits. 

Mr Norr: It is not possible to give a 
precise figure, but over 89 per cent of the 
estimated number of credit holders have 
now been repaid. 

Hansard, February 7th, 1973. Written 
answers, col. 117. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in all the 
principal Áccountancy exams, and also in Banking, Book-keeping. Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Freo 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


. DEPT AH3, TUITION. DEVE LONDON SW19 4DS 





Accredited by the Council for the Accreditation of Correspondence Colleges 
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BEFORE AND AFTER . "QUALIFICATION 


B FORE... ARTICLED SERVICE AS AN BED ASSISTANT TRAINING FOR A CAREER IN PUBLIC. PRACTICE 
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PUBLIC PRACTICE ' IN COMMERCE OR INDUSTRY 


A wide career choice of Audit Senlor, Tax Senior, A restricted career choice — Financial Accountant 
| Investigation Group Senior, Stock Exchange Specialist, ^ Internal Auditor, or. (occasionally) Management 
Insolvency/LIquidatlons Specialist, Consultancy Trans- Trainee. Management Accountants will need at least 
bia Lua. >P y one/two years’ tralning. Initial salary £2,300- 
fer after one year. Initial Salary £2,500-£2,750. £3,000 p.a. | 
erseas £3,500—£5,000 (50 Countries) | . Little chance of Overseas Service. 
ss LADDER - Clearly defined: PROMOTION LADDER - Varles wit) each firm: 
n vasis e Chief Accountant Subsidlary? £3,000-£4,000. 
| Supervisor, £3,250-£3,750. 
Junior Manager, £3,750—£4,500. Group Chlef Accountant? (After ten years!) 
Manager, £4,500—£8,000. Perhaps £5,000-£6,000 p.a. | 
|| Junior Salaried Partner, £6,000 Financial Director? (After how long, if ever?) 
| Equity Partner, £8,000-£50,000. £15,000-L. 


here are already over 30,000 qualified. accountants In Industry with perhaps 1,000 Public Companies. 


There are at least 1,500 Professional Vacancles walting to be filled by newly qualified accountants. Before you take 
| e first commercial job you may be offered, consider the above. You may feel It is worth a little of your time 
discussing your next career move with us before making a final decision. You are, In any event, a much.more attrac- 
tive applicant for a commercial/Industrlal vacancy when you have at least added some senlor service to your pro- 
fesslonal qualification and you can by-pass the Internal Audit intake. 

Come and talk to Leslie Gibson (fifteen years In Public Practice — twelve years in Personnel Consultancy at Director 
| vel), or George Ormrod, B.A.(Oxon.), a former Industrial Management accountant with over five years’ ex- 


rlence In Personnel Consultancy. 


Qur advice is free. A career mistake by you now can be very expensive. 





|BSON N nunon SSOCIATES Ino: 
Accountancy and Executive — 
Appointment Consultants 

First Floor, Liverpool House 
15-17 Eldon Street, London EC2 
Telephone 01-638 0434/7 
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X PRESENTED FOR EASY 
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Send for FREE PROSPECTUS | | | zT 
'YOUR GUIDE TO SUCCESSFUL | THE EL TANANAN 
TAXATION TUITION AND PRACTICE’ ' n MONDO SIS 

VRBIS l Telephone 01-736 8389 








We know your bank accounts are necessarily 
complicated. That’s why we make our statements 
| read with enlightening simplicity. 
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E UL Us : ` : The type of banking service we offer are spread among fewer private and 
i can makea fuste contributionto the professional customers. 


smooth running of your banking affairs Withdrawing cash from. an account 
Take our very distinctive statements at Coutts [s straightforward ; we can. 
asone example. Ve provide these written make arrangements der notonlyat 
outin narrative form so that youcan ... ~. EA butat throughout 
quickly identify and reconclleeach ` the coun 
NE ij transaction, TN Sold need a total and disc 
You get such attention to vital detail” "banking service you will find Coutts is 
E because we are smaller than other banks bank for you. ale Crawley is the man 


and can afford to give a high standard of . who will gladly tell you more. The address: 
personal service. We have all the is: Coutts ise Strand, London 
necessary experts. It's Just that they at WC2ROQS ‘Telephone 01-836 1101. 
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Ihe surest path to success 


Whatever the claims you may have read in advertise- 
ments, there is no guaranteed way to success in the 
Chartered Institute's examinations. 


Nor is there any single programme of tuition which will 
suit the individual needs and capabilities of all students. 


Many students respond best to a thorough, step-by- 
step instruction in each facet of the Institute's syllabus. 
Others think they have the ability to skip through the 
written work and amass most of the knowledge they 
require in a short burst of classroom tuition, and achieve 
success—but do they? 

Between these two extremes are the great majority— 
whose best results come from a balance between a 
properly structured home study course and expert com- 
plementary classroom tuition. 


H Foulks Lynch & Company Limited 


4 Chiswell Street, London EC1Y 4UR 


This is where Foulks Lynch—and only Foulks Lynch— 
have the facilities and expertise to draw out the best 
from every student. 


Whether it is a comprehensive correspondence course, 
or a greatly condensed Graduate Package course linked 
with intensive classroom tuition, or a full written course 
supplemented by daytime or evening classes—Foulks 
Lynch provide it. 

And because, in each case, we provide you with the 
highest standard of accountancy tuition that money can 
buy—your chances of success will be extremely high. 
Our record in the Chartered examinations is un- 
approached by that of any other tutorial establishment. 


Ask the Enrolment Officer—Mr E. S. Moore—for details. 


Telephone 01—606 0255 
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of the discomfort and incipient danger, then Mr Barber's 
Budget will have to look a lot different from the draft 





London WC2R 1JJ S Ei | 
Wen 01-295 085 ACCOUNTAN D sx 
Vol. 168. No. 5123 WR FEBRUARY 22nd, 1973 
: ' The Recognized Weekly Journal for the Accountancy Profession throughout the World 
rt iss than a fortnight to go before Mr Barber, which is doubtless already on his desk. Indeed, he might 
presents his third successive Budget on. behalf of as well give up any hope of tax reforms, and conceritrate 
Mr Heath' s Government, there has.been surprisingly little on making the monetary squeeze really tight. 
public discussion of what it may contain. In large part the . . Alternatively, he might as well follow Mr Enoch Powell's 
lack of speculative interest, which normally helps fill the latest advice and let the public see just what does happen 
City columns, is explained by the relatively short-lived when money supply is contracted to the point at which 
currency crisis which led to devaluation of the US dollar market forces ensure that excessive pay claims will not and 
and floating of the Japanese yen with the West German cannot be met. And clearly, if the private sector of the 
mark. Rather nearer the average Englishman’s heart — or economy is to be squeezed in such a fashion, there will be 
should it be hearth? — is the continuing industrial dispute no justification whatsoever in providing public money to 
in the gas supply industry. ensure that the losses of the nationalized industries do not 
Nevertheless, it is worth remarking in passing that both result in laying-off a single redundant worker. 
of thesé events have more than’a token significance for the The simple fact of the matter is that one need not be an 
British economy and Mr Barber’s proposals for the coming advocate of consensus politica, or what was once referred 
fiscal year. The significance of the currency settlement lies to as Butskellism, in budgetary and fiscal policy to realize 
in the fact that, first, the seeds of an improvement in the that, in a highly integrated industrial society in which the 
American external account have been sown and, secondly, public is concerned above all else to maintain a rising living 
that ‘floating’ rather than the fixing of new parities has standard, that the principles of classical market economics 
become respectable in international financial circles. cannot be applied to smash the institutional monopolies and 
It now seems highly probable that the UK -will be able . vested interests which have evolved in a half century of 
to continue letting the £ sterling float for quite a lot longer 
before members of the European Community. ultimately à; 
. reach agreement on their common policy for exchange rate ON OTHER PAGES 
control. A floating £, regardless of what it means forthe ^ 
cost of living, does at least provide a measure of flexibility . 239 ^ Expansion for the Smaller Business At 
in economic policy. There’ is no need to nip a phase of 241 Equal Pay, contributed 
expansion in the bud if the reserves begin to move into 242 VAT and the Small Practitioner, J. C. Holland, F.C.A. 
overseas hands. Mr Barber can, therefore, press on towards. 245 Common Market Commentary: Matters of Money: 
his oft-repeated objective of 5 per cent growth without Richard Batley 
worrying unduly about the reserves. 247  Énrich —but Measure — Clerical Work, 
The: dispute over whether the gas workers dienes any a CE GMs 
more than they have already had in the past two years — 249. British Oxygen's Management Structure 
which ‘is well up to the national average of pay awards, . 258 Office Efficiency: Accounting for VAT | 
independently of the rather less publicized need to discharge 
with reasonable redundancy payments a significant propor- Current Affairs 235 | Books 256 
- tion of its inflated labour force — continues. If the Govern- This is My Life 238 | Letters ` 257 
ment does finally give way, because the public gets tired Current Law 244 | Student Roundabout 260 
Finance and Commerce 249 263 
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td ect for want of a better — may be called welfare 


capitalism. 

Conceivably, if alaton forces were given their head 
by the Government abdicating its responsibilities, then 
ultimately a government would emerge which would im- 
pose a less pleasant form of discipline than that of the mar- 
ket place. For the moment, however, one can only hope that 


- the present danger to the currency will be averted. The 
difficulty lies in the fact that the cost of living is rising for 


everyone as an inevitable result of devaluation. and rising 
import prices. To compensate any group of individuals in 
the community for the reduction in their real incomes is to 


. ensure that others will then have to bear not only their own 


inevitable loss, but that of the favoured few as well. If ‘it is 
decided that particular groups should be protected against 


_ rising prices, then the only basis for such a policy is limited 


selectivity; in effect, to assist the poorest members of the 
community. | | 

: . Mr Barber cannot do anything on March 6th to endanger 
the prospective growth in thé economy, and for this 
reason there is little likelihood of higher taxes. On the other 
hand, there is little to be gained, except perhaps some 
short-lived political kudos, from a general hand-out. The 
prime cause of the vast turn-around on the UK external 
account has been the massive consumer-spending spree 
during the past twelve months. What now needs to be 


. looked at in the same way as Mr Barber's advisers have 


reviewed fiscal reform, is in our opinion, the level and rate 
‘of growth in public sector expenditure. . 

Current levels: of expenditure explain why die UK 
citizen increased his tax contribution to the Exchequer in 


the period 1968-69 to 1972-73 from {11,500 million to 


£16, 600 million. Even when inflation is taken into account, 


it is quite clear that the public are blandly ignoring ` 
‘all the advice that they receive from their political 


masters on the need for spending less. During that same 
period the Inland Revenue raised its ‘take’ from {6,500 
million, to nearly £9,200 milion and, in the current 


^ financial year, it will be surprising if the corresponding 


figure is not substantially higher. 
If one looks more closely at the Inland Revenue figurés, 
the simple fact emerges that some two-thirds of the total 


- receipts are produced by the income tax. In itself this is not 
^ a bad thing; we are all aware of the virtues of a progressive 


income graduated by reference to the individual's ability to 


pay. Nevertheless, closer study of the distribution of . 
‘personal incomes provokes some sombre thoughts. For 


example, the 1969-70 survey showed that; of 21°7 million 
incomes, almost half the total (10°46 million) were in the 
range {1,000 to £2,000. 'T'here were also more incomes in 
the range {500 to £1,000 than there were between £1,000 
to £1,500 — 6:6 compared: with 6-2 million. Just to complete 


‘the picture there were a further 1-9 million incomes 


between {2,000 and £3,000, and a mere Sante quenters of a 


million over £3,000. 


- But this is only part of the story; what is interesting is 


the weight of tax on these incomes. From the {£1,000 to: 


foe — 
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£1,500 group, the Revenue collects, over fi 9050 million 
tax out of £7,700 million gross income; for the £1,500 to 
£2,000 group, the corresponding Benes are £1,150 million 
from £7,250 million; and, between £2,000 and £3,000, 
total incomes amount to nearly £4,400 million, out of which 
tax takes £8470 million. Throughout this range of incomes, 
the marginal rate of tax for the bulk of earners is standard 
rate less earned income relief, i.e., over 30 per cent. 

While it may be argued that the burden of what many 
believe is an equitable tax (especially when it is the other 
man who pays) is fairly apportioned, the same conclusion 


cannot be drawn from duties administered by the Customs : 


and Excise. If one ignores the temporary import deposit then, 
between 1968- 69 and 1972~73, the yield from these duties 


has increased from over £4,250 million to almost £5,600 . 
million. It is a fair bet that, oncé VAT' is established, 


the importance of these duties will increase. 


Information on the incidence of indirect taxes is limited ; 
upon statistical exercises: 


this is based, in any ‘case, 


upon the data collected from the Family Expenditure . 


Surveys, and some estimation is involved. However, the 
annual estimates of the re-distributive effects of taxes and 
social services between various income groups and for 
varying sizes of household are available for 1971 (Economic 
Trends, November 1972). 


` If one takes the income range £1,749 to £2,115 (bearing 


in mind that, in 1971, the average household income 
was estimated at Just over £38 per week), and a couple 
without dependent children (representative of half the 
households in -Britain) the following figures emerge: 
national insurance and incomé tax together, an average of 
£365 ; indirect taxes on goods and services, 43773 ; i.e., a total 


tax bill of £742. Against this charge it 18 estimated that. 


benefits in cash and in kind for such a household in that 


income group in 1971 would have yielded £170, so that the ' 


original gross income is reduced from an average of £1,930 


: to just over £1,350. 


The same, calculations are performed for varying types 
of household and income groups. For example, there were 
probably about 7 million households with average incomes 


around £1,250 in 1971; for a couple on that income, the net . 
effect of taxes and benefits was to reduce the gross income - 


to probably £1,050. If the couplé had two children, then 
the benefits (including State education costs) would just 
about have matched the taxes paid. 


holders. In a one-person household with about £750 (ex- 
cluding his State pension), the charge for rates and indirect 


Ma 


Rather more interesting, however, than the over-all effect 
‘is the estimated impact of indirect taxes on retired house- 


taxes is given as £182 with a further £127 for income tax. ` 


The two-person household on a similar income does con- 
siderably better because, despite direct taxés of {109 and 


. indirect taxes of over £300, the value of benefits including 


pensions is enough to bring the final net: income up to 
£936, compared with the one-person ' household which 
gets about £750. 


l Admittedly, such estimates are subject to margins of 
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error and' assume pue patterns of iudi! Ba it is” ‘is | going to rig- ii continially and if there is to be any easing 
unlikely that the figures are wide-of. the mark; it is not: of the weight of income tax, where will the main weight 
unreasonable to assume: that they give a fairly accurate of’ taxation fall? It would be interesting, if between the _ 


picture of the relative ‘weight, of direct. and. nore ' mutual insults: and: recriminations which will doubtless 
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taxes. Ls 


If then it is assumed. — and one can Ru do that with- 
that Pon expenditure 


out fear of EAE 


4^ 


SO 


-` > mark the Budget. debate, members of both Front Benches |. 
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Management Accounting 


Is Different E 


GAINST the background uo 


Government’ s ‘counter-inflation 
plans, The Institute of. Cost and Man- ~ 
agement | Accountants is particularly 
concerned to emphasize the distinctive. 
features | of the ICMA syllabus: and 
qualification ; cost and management 
accounting, it claims, is essentially a 
different skill from. financial account- 


‘ing. It is:how more than ever import-. 
ant for 


nanagement and the general 
public to understand the importance 


of efficient management accounting to ` 


company: profitability. 

Accountancy for Profits, a booklet 
published recently by the: ICMA, 
stresses the limitations’ of historical 


‘financial |accounts. as a management 
. tool, and; the function of the cost and 


management accountant in producing. 


. the .essential data. for effective cost : 


control. His role, in the words of the 
booklet, ;1s to design, install and 
operate systems . . . which produce 
the necessary data, analyse and in- 
terpret that data, and provide facts, 


' figures, forecasts and advice to man- 


agement |so that the latter can make. ` 


the most effective decisions. It is a 
| specialized role which needs a DERE 
to fill it 


Following the -failure of the nte) 
gration scheme 5 in 1970 (to which the 


.. booklet makes a brief reference), the 


tion sylla 


ICMA remains thé ‘only récognized - 
body 'óf||accountants in the UK 
offering aj specialized qualification in 
cost and!|management accountaricy. 
It is not concerned with qualifying ` 


accountar to enter the area of 


, public, simone which is primarily . 


concerned with statutory audits, com- 
pany and | | personal taxation, liquida- 
tions, exécutorships and trusteeships. ` 

The current professional examina- 


s of the d consists’ of 


-— 
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" management 
management, and a prin- 
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18. papers deed into five parts, "of 


which any two consecutive parts may 


be attempted at one sitting if desired. 
papers’ in 


includes" three ` 
accountancy and two’ each in “cost 


accountancy and’ management ac- 


countancy, supplemented by papers in 
‘information, ` financial 


_ ciples and B 


| Finance Act P 


'Discreditable'- 


THE Court-of unl last Monday 


expressed its sympathy with a tax- 


payer who had ‘attacked the Fi inance , 
' Act 1965 as untruthful and as ‘a dis- 
creditable manipulation of words’, 


The taxpayer, Mr ‘Harry - Turner, 


unsuccessfully appealed. against the: 
- judgment of Foster, J, that he was’ 


liable to capital gains tax in respect of 
gifts of. 100. company n nare; morte £7 


could spare the time to réflect on the trifling question of 
who: d 7 the-*tab’ in a society wee cares.” .' 





"T to each. of his three children in 
July 1969- The gifts, he said, were - 
intended as a practical expression of .: 
appreciation of his children's achieve- . 
ments: one had. qualified as a heli- 
copter pilof, another as’ a state- 


registered nurse ånd the third as a .. 


chartered surveyor. The assessrnent, 
Mr Turner argued, was an attempt ‘to ` 
saddle me with a non-existent gain and ~ 
then to tax me on it’. 

Dismissing Mr Turner’s accel the 
presiding judge, Lord Justice Russell, 


remarked that his. criticism of the 
legislation had not fallen on deaf ears. 


‘However’, his lordship’ continued, 
"speaking judicially, our ears can but 
be deaf to such an approach... . . We 
can do nothing but construe the statute 
to the best of our ability, stifling any. 
distaste which — “out of court — we 
might find ourselves sharing with Mr 
Turner.” 

. Mr "Turne? s case was that words in. 
a statute should mean what they said; 
if a government proposed to introduce 
a gift tax they shoüld.do so, and not 
create an element of gift taxation under 


'the iaa of cp guns tax. 





EDS Promised - 


TE next in. FN Stand- ' 
ards Steering Comimitteé’s series - 
of. _ exposure drafts —- EDg,- "The 
accounting -treatment of grants. under 
the Industry Act 1972’ — has .been . 
promised for. publication ’ on March 
rst, and will be featured in The Ac- 
countant ` for . that.” date. Following 
publication, copies. will be available: 
from. Chartered’ Accountants" Hall, 
price 15p. ^. ..; PS 

Present TEAM are that. EDo ~ 


18 likely . to prove of modest. propor-, 


tions, and is unlikely tobe either as 
complex or as contentious as some of 
its predecessors, notably ED6. "Stocks . 
and. work’ in PORTE and’ ROS 


T 


ta 


“Accounting. for anges in rahe: pus 
chasing power of money. . 
"Publication of a further exposure 
draft, prospectively ED1o, on 'Defer- 
“red , taxation’ is understood to be 
imminent. Little has been heard of late - 
of the.anticipated text on accounting 
treatment of depreciation, which Mr 
. J. M. Renshall, M.A% F.C.4., Technical 
-Director of the. Institute, described 
last October as ‘well advanced’ ‘(The 
- Accountant, October 19th, 1972). In- 
formed comment suggests that the . 
original draft may have failed to 
muster sufficient support at its final 
committee eS -and has been put. 
back for revision. 
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Doan Companies" 
Ae ouni, | 


OMPANIES imn have not: 
traded during the period since“ 
"the date of their last annual return and 
Which have previously lodged a set of: 
. accounts ‘may, provided that assets 
..and liabilities remain .as disclosed in: 


: Ü . the balànce sheet therein, lodge with. : 


"their annual. return a statement to that ` 


“ts effect in lieu of the-accounts required. 


under. section 125 of the Companies. 
. Act 1948. . En 

The | Institüte of Chartered Ac- 
- countants in England and Wales has 
.now been advised. by the Department 
' of Trade and Industry that this long- 


D UE rd administrative, practice ap- - 


lies only to, filing of "the" annual 
.; returns. It does not exempt directors 
^ from their obligations to lay audited ' 
l ' accounts before the company in general: 
meeting in accordance ‘with: sections 


om and 156 of the Act. 


EJ 


Bankruptcy Burdens 


|NOFFICIAL estimates ‘of the 
nufüber, of undischarged bank-. 
"rupts have- placed the total between 


"1" 50,000 -and 60,000. Many of these, 


,1t would appear, -are those with, 
debts of less than £1,000’ who never 
trouble to apply for a discharge, and ` 


a .- aré perhaps unaware of the implica- 


tions or the procedure for doing so. 
' Some small bankrupts. are. said to. 
^have been deterred from. applying 


-för their discharge by, their -re- - 


lüctance to undergo a further public 
examination. i 

: Public attention has recently been 
” focused upon bankruptcy procedures | 
- by the: Poulson. case, which was 
, opened eight months ago’ and shows 
^no. signs of an’ early conclusion. - 
“The reason for this long. delay is 
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a hecho petition, d simplified 
.rules for automatic discharge in petty 
cases not involving fraud or mis- 
conduct. ; 

The latest available: TN .by 


‘the Department of Trade: and In- 
dustry on matters within the Bank-- 
 ruptcy and Deeds of Arrangement 


-Acts’, for the year 1971, was featured 
in The Accountant for: Pelee 
id LU 


! 


Schools. Business. Game . 


HELTENHAM COLLEGE, the 
enter ‘the third. 


1969 . winners, 
round of the English Institute's 1973 - 


Schools Business Game next week 
:as favourites,’ with an accumulated ^ 
"profit. to date of £4,828,000.. Two. 


other. contestants —. St: Peter Port 
Grammar School and Stonyhurst Col- 
lege — have also topped the-£4 million ` 


mark, while at the other extreme one , 


unsuccessful: challenger went: out with 
a loss of £24 million. — . 

Against the background of. the 
" Anti-Discrimination (No. 2) Bill cur- 
ent before Parliament, 
hampton ` High` School “for girls 


“emerged as ‘clear winners of their 


. Second round against King's School,’.. 


Canterbury: (the 1972 winners). and 
Dulwich College. The ‘Wolverines’ — 
if we may, with our best wishes, coin 
‘such a title — are now the only girls’ 
‘school remaining in the contest, and 


-- with accumulated profits of £3, 586,490 


are lying eighth of the 27 survivors. 

. The 1971 winners, Stowe, are still 
in the hunt: with profits of £3,212,000. 
There are two more rounds to be. 
played. before the final. at’ Chartered 
Accountants’ Hall on April 1 
¿when the winners will ‘be presented | 
with the Institute’s silver Challenge ` 
_ Shield. " mes i 


"understood to be, not the complexity ' Legislation. Likely on 


^,' ef the case, but rather the amount of 


time: which. thé local official receiver 


“. mist: necessarily devote to . other 


. Cases within his jurisdiction., 
Government ‘spokesmen in both. 
‘- Houses of Parliament haye undertaken 
' to consider. the possibility of amend- 
“ments to the bankruptcy rules, though 
^ Era in. the. short-term’ appear 
unlikely. Among suggestions which . 
. have been made, outside Parliament. 
are an increase in the present mini- 
' mum Pence of £50 to Suppor, 


Insider Dealing: 


PROPOSALS for legislative sanc- ` 


tions against insider dealing, sub- 
mitted jointly by the City Take-over 


"Accountant, February 8th), were wel- 
comed by Mr'Peter Walker, Secretary . 


of State for Trade and Industry, 


last week. Mr Walker expressed: him- 


self as ‘convinced’: that it would be~ 
necessary, in the Companies Bill now : 
in preparation, to make provision. for. 
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de problems presented by, insides 
dealing. | 
T hee ‘read with great interest, 
Mr Walker’ said, -‘the constructive 
proposals set. out in the statement 
which the City Panel on. T'ake-overs 
and Mergers and the Stock Exchange 
have. recently: made ihn ‘regard. to” 
_ insider dealings and associated matters: 
I welcome this valuable contribution 
to our thinking while I am NEUE 
company law. | 
‘While I cannot yet aope the 
‘specific proposals I shall wish to make, 
I think there is much in the approach 
adopted by the Panel and by the Stock. 
Exchange. that will assist us in prepar- 
ing our cad 


Charity Made Easier. . 
NERTIFICATES of deduction of 
tax, Form R185, will no longer be 

required in .süpport ' of . covenanted . 


subscriptions ‘to ‘charity where. the 
covenanted net. amount , does not 


' exceed fx 5 per annum. This conces- 


Sion, it, was: announced recently, is 
-in response to representations made 
by the Charities Aid Fund. : 
‘Welcoming the concession, MrJ. D. 

Livingston Booth, chief executive of 
CAF, described it as ‘vital’. It would : 
release millions of pounds into chari- 
ties all over Britain, he thought, from - 
people who had hitherto been qe off 
by ‘red pes. | 


Professional Popularity - 


OLICITORS rank highly within 

the professional popularity ratings, : 
. according to a survey recently under- 
taken by the Law. Society. From a 
sample of ga0 people, 73 per cent 
expressed. predominantly favourable: 
opinions of solicitors —.a percentage 
‘surpassed only by the medical profes- 


~ sion and ‘by bank managers. Opinions 


of clerygmen were 70 per cent favour- 
able, and of accountants 65 per cent. 
Accountants would seem-to have 


' gécured ‘a fairly high degree of tacit 
‘Panel and the Stock Exchange (The ` 


acceptance in the community, as 3o 
per cent of the sample recorded neither 
favourable nor unfavourable “opinions. 
of them, compared with. 20 per cent. 
for solicitors. The accountants’ per- . 
centage of uhfavourable replies, it is 
encouraging to.note, was 5 per cent, | 
one ix the lompat recorded; the solici- 
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tors scored 7 per cent under this head: ' 
ing, andiclergymen 3 per cent. . 

- Causes| of client dissatisfaction with. 
. Solicitors , and. conjecturally. also ` 
with ‘ac¢ untánts — are an allegedly 
too high level öf fees, delay in bringing 
matters ito completion, and. difficulty 


of finding out the likely level. of charges. 3 


in advance. 

Members of Parliament and estate - 
agents dpparently rank' very. low ' in 
public estimation. Percentages for the . 
, MPs were 40 per cent favourable. ^ 
42 per cent neutral and 18 per. cent - 
unfavourable; comparable figures. for 
estate agents were 36 per.cent, 37 per, 
cent m n per cent, 5, sd y 
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VAT Million. MM 


"HE million mark of VAT. Tegistia- 

. tions] has been reached 'in the 
course óf an intensive campaign of. 
visits by Customs. and Excise staff to 
traders’ premises all over the country. ' 
'"Replyingito a question in the Commons ; 


.. on Monday, -Mr ‘Terence Higgins, 


Financial Secretary to the. Treasury, 
suggested that, because of such factors . 
. as group| registration the number of: 
poten registrable traders may well ... 
be si ificantly less than the original , 
estimate of 1-5 million. 

| Only registered businesses- will be 
able to claim credit for VAT inputs, or 
tó reclaim any purchase tax paid on 
stocks they still hold when the new , 


tax is launched. Claim forms are'now 
available! from -local ` Customs. and 
‘Excise T offices. 


Applications. for registration are still 
‘coming in, and any registrable traders 


who hay; not yet applied should do so` - 


as soon as possible. 


CIS à Revise " oss 


1 


‘Examination Structure 


HE nstitute of: Chartered. Seč- 
 retar and Administrators is ‘on. 
the threshold’ of publication’ ‘of a 


‘report ci ering'a comprehensive edu- 
oa eview. It has been decided - 
to sted drastically the Institute's. 


examina on schemes and syllabuses. 


-Mr John 
Secretar ; 


- 


hillips, O.B.E., LL.M., F.C.LS., 
of the Institute, said: 


profess onal body for the qualified 
comp Secreta, 'the Institute- old 


r 


Annoù cing this to a meeting: of B et 
CIS members in St Helier last week, MSEEET 


*Fod ded over 80 years ago as 3 the: - 


ACCOUNTAN T 
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nis die senior : adniitistéator 1 in^ 
. Virtually every sphere. ‘This important `, 


. change -.has—.been reflected: "ht the; - 


- Institute’s! policy in recent : years; 

v. including the decision to merge with ` 

' «hé ‘Corporation: -of Secretaries. and to, 

` changé the Institute's name = primarily 
to add the word “Administrators”. 

‘Before ‘Faster, 1973," the, Tnstitute 


V 


| "inimi Auditors' 


REAT MALVERN, "Worcester- 
shire, has been. selected by: The 
Institute of Internal Auditors as. the 
venue for its fourteenth West. Euro- 
pean Regional Conference. Members 


of the Institute will: assemble at the . 


Abbey. Hotel from May 2nd to 5th, 
to discuss the conference theme “The 
internal auditor - -a pronta in his'owh: 


3 
? 


The Blond mS recently’ 
announced, includes papers, on ‘The 
_ changing: face: of financial control’, 

by Mr J. H. Smith, Finance. Member 
British. Gas. Corporation; ‘Auditing 


\ in the field of marketing’, -by-Mr C. 


: Hardwick, Dunlop. Co Ltd; ‘The. 
audit of alternatives', by Mr C. Duly, 
Standard ‘Telephones; ‘Contract 
audits’, by Mr R..Godin, Assistant 
Manager (Audit ;and Investigations). 
British Gas Corporation; ‘Anything 
can be audited’, by Mr P. L. Land, 
Group Co- ordinator, National Freight | 
Corporation; and ‘Human Relations in 
‘Auditing’, by Dr Hi; K. Gallagher. 

A “debate on the motion: ‘That this . 
conference is aware of the number of. 
auditors Mu in^ 78. specialist - 
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will: püblish its new examination 
schemes. This . follows ^ the steady 
» development ‘of the demonstration in : 
practice of the chartered secretary as 
. holding. the professional qualification 
best suited for senior administration". 


- Clé policy, according to Mr Phillips, = 
is directed ^ more and more' ome 


Y 


1973 Conference. 


' capacity; but is of the opinion that 
specialization: is a retrograde step. in 
internal audit, and considers that the ` 
general practitioner auditor can:meet | ' 
all the demands of the profession’: ... 
is to be proposed by Mr F. J. Rigg, a 
Past-President of the London Chapter .* 
of the. Institute, and: opposed by Mr ! 
D. Lawson, of the Weir Group.. 
"For the. ladies, the: programme [o 
cludes a full-day outing to Hereford... 
and the Wye Valley, and.a half-day ,- 
visit, to the Royal Worcester Porcelain 
Works., The town of: Great Malvern 
itself i8 of considerable, antiquity — °° 
the Prioty Church dates frora 1085 —' ' 
and forms a convehient centre for an : 
area of: great natural beauty. The 
.attractions of Worcestershire . in the 
spring are expected to enhance: the 
conference attendance, and early ae l 
| ing is advised. E 
Organization of the conference is - > 
in the hands’ of the. Birmingham. - 
Chapter of the Institute. Inquiries - , 
should be addressed to the conference. ' 
publicity. organizer, Mr .R. H.- 
Pitchford, West’ Midlands Gas Board, 
Wharf T Lane): Solihull, Warwickshire 
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- the Moneylenders’ Acts d T. he Account- 
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“activity in E The inie is 
/ already well ahead with its studies on 
harmonization -of UK ‘company law 
"with: that of the original members of 


the Community and,.for the purpose 
" “of developing this association with the 

c EEC, is now planning- arrangements 
. . for its representation in Brussels. 


.— ‘Code Prospect for 


Second Mortgages 


OTECTION of borrowers from. 


Pk finance companies ‘who squeeze 


-. exorbitant rates of interest’ on second 
mortgage transactions is likely to 
. become a matter of legislation, follow- 


ing the Government’s decision to do 


.away with the outdated structure of 


. should’ be clearly shown; 


mind 


= A | "ACCOUNTANT | 


ant, February 8th). 5 Pulisisent this 
Under- 


week," Mr Peter Emery, 
Secretary for Trade and Industry, 


outlined a six-point code of conduct ' 


which he hoped to see adopted by 


reputable lenders, on a voluntary basis, 


in advance of its. Up un into 
law. 

Principal pure of the code are 
that the.total money cost of a loan 
true and 
total' interest charges : should be made 


clear; other charges arising during the 


term of the loan should be stated; the 
contract should include a short ‘con- 


7 


firmation’ period ,during "which the . 
. controlled. 'hough it. might be im- 
possible to prevent a fool from being 


borrower could withdraw without 
charge; the borrower's rights on early 
redemption should be clearly stated; 


and brokerage, if paid, should not be a 


. a + wok t , ud 
|... February 22nd, 1973 


. Commenting: on the Government's 
proposals, Sir Stanley Morton, r.c.1.s., 
Chairman of the . Abbey National 
Building Society and senior Vice- 
President of the Institute of Chartered 
Secretaries and Administrators, said. 
that building societies were precluded. 
by law from advancing money on 
second mortgages. He .agreed that 
second and subsequent .mortgagees 
were entitled, in recognition of their 
lesser security, to a higher rate of 
interest than the .8$ per cent ‘rate, 
currently charged by building societies, 


. but thought that the present situation. 


included’ elements that -should be 


parted from his money, he should at 


charge to the POT ONGI ue 


least have the opportunity of seeing 
how much he was paying. 





Ld THIS IS MY LIFE 


According to the 
- Evidence 


by An Industrious Accountant 


TR managing director was in a nasty móod when he 


summoned me. His lips were compressed, his eyes were 


~ „narrowed, and he was pacing the room, like the traditional 
. .- caged tiger. He had a problem, he said; he'd been.called 

* for jury service on the 1 si and that meant at least three 
ae days i in court. 


I knew what was coming, of course; I've been in this 


Fern before. I cut in smoothly to remark it could be a. 
. psychologically fascinating experience — nature in the raw, 
the seamy side of life and what-not — as a pande from. 


. business pressures. 


The MD nearly choked, then saree to say fiis that I 


. had obviously misanderstood his requirements. The time- 
: table was absolutely impossible in view of an important 


conference he just had to attend, so would I kindly contact 
our solicitor and arrange to have him excused. 


I nearly said ‘You must be joking’; this. particular ‘wpe ' 


of tycoonery just isn't on nowadays. However, I remon- 


strated' gently that things weren't that easy; those jury 


summonses derived from the old adamantine Medes and 
Persians; we'd need a real good excuse to get exemption. 


- True, I'd got old Philip in Footwear off on the grounds of — 
. being a conscientious objector last year, for example, and 
-the tobacconist. in the Broad Street kiosk had successfully 


pleaded 'personal hardship', but a director would need 
something better. 
The MD glanced up suspiciously as if he sensed an 


underlying lack d total commitment to his cause, but he’s. - 


much too smart to indulge in personalities. He just 
repeated his wish to be excused on grounds of the die 
importance, and he’d-be glad if I'd see to it... ` 
. It depended on the'case in’ question, of course, I 
explained. If he had some personal connection with the 
parties, for example, or if it involved racial or political 
complications, we'd have much stronger grounds for our 
solicitor to do a spot of persuasive lobbying. Judges were. 
so dashed touchy nowadays ; we must optimize our window- 
dressing. l 
The director resumed his tiger act. Always a bummed 


up, highly-strung type, he’s not pulling that well with our 
‘imperious new chairman, and rumour has it that he's been 


hitting the gin-and-French latterly. Certainly he’s been 
uncommonly sharp with at least one hard-working execu- 
tive,.a practice which M id minimizes my ready 
co-operation. 

‘Such ghastly: OR on my last jury job’, he: growled, Ñ 
‘stupid, illogical clots, arguing their silly, fat heads off and 
bristling with prejudices!’ I had a vision of him sitting 
suffering superciliously with his red carnation among mere 
lower-level suburban commuters. Pity they hadn't included. 
Jack the Ripper or Sweeney Todd the Demon Barber 
beside him, an inner voice murmured rebelliously. 

Still, I talked to our solicitor, who held out little hope. 


. With luck, our overbearing MD will sit cheek by jowl with | 


morons for days to come. 
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Expansion forthe — 
Smaller Business 
London Accountants Study Opportunities: | 


s 

EMBERS of the London and 

District Society of Chartered Ac- 
countants assembled at the Grand Hotel, 
Eastbourne, last week to discuss, under 
the title ‘Opportunity Knocks’, prospects 
for expansion of the small to medium- 
sized company. 


Where to look | u 


Following 'a brief introduction by the 
conference chairman, Mr Cyril Shaw, 
F.C.A. members heard Mr Derrick 
Battle, B/sC.(ENG.), managing director 
of ' Bullough Securities Ltd, explain 
‘How to look for the opportunity to 
expand by acquisition’, At an early 
stage in his address, Mr Battle made it 
clear that a company was in business to use 
its shareholders' money to make profits; 
he discounted the thought of expansion 
for its own sake, and maintained that — 
for a public company, at least — expansion 
in terms of, sales or profits alone was not 
ü legitimate objective. 

Outlinir the assessment of a prospec- 
tive acquiree’s profit record, Mr Battle 
had a sharp word for the accountancy 
profession. It was still commonplace, he 
alleged, to ldiscover that accounts on file 
at Companies House, were two or three 
years out of date and this led him to 
wonder just what accountants were doing. 
He referred also to cases of companies 
whose profit record had gone 'over the 
hill’, and ;who had delayed publication 
of their accounts i in consequence. 

‘He concluded with a list of a dozen 
situations which a prospective ‘acquirer 
should avoid, including over-committing 
oneself either legally or emotionally; 


dishonest ‘traders; joint ventures; the 


entrepreneur who "would find it difficult 


unit; and assuming oneself to be cleverer 
than the vendor. | 
Mr Donald Chilvers, F.c.A., the second 


to van effectively within a larger - 


speaker, ühderlined the difficulty of- 


matching prospective buyers and sellers 
of: companies; his own experience, he 
said, showed that interested prospective 
sellers werd several times outnumbered 
by those wibhing to buy. He stressed the 
value of professional advice from mer- 
chant banks, accountants and solicitors 
in this market. 

With thé aid of a series of slides based 


| 


(d 


£ 


on ‘an actual case with which he had 
been concerned, Mr Chilvers outlined 
the stages of re-computing annual 
earnings on a consistent and maintainable 
basis, valuation of assets and identifica- 
tion of assets surplus to requirements. 

He then provided the discussion groups 
with a case study ‘based on a public 
company with one: wholly-owned: sub- 
sidiary and a 35 per cent holding in 
another public company overseas. Despite 
the rival attractions of Muhammad Ali and 
Joe Bugner, with television sets thought- 
fully provided in the group rooms, all 
five groups succeeded in fighting the 
problem ‘over the whole, distance’, 
though the ‘action replay’ in the cold 
light of Friday’s dawn perhaps revealed 


a narrow victory, on porn for Mr. 


Chilvers. 


Financing the opportunity 


` Mr Richard Strong, M.A., C.A., of Charter- 


house Developments Ltd, then spoke of 


Financing the opportunity’ in the con- 


text of the smaller company - defined as 
one earning pre-tax profits in the range 
of £30,000 to {200,000 per annum. Such 
companies, he suggested, commonly 
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devoted less time to forecasting and other 
management techniques than the largest 
enterprises found necessary; on the 
other hand, their reaction times were far 
quicker. | He likened the big company 
to ‘a liner which takes a long time to 
turn round’. 

He listed the Bolton committee’s 
criteria for a ‘small business’ in various 
industries, pointing out the absence of 
a single definition. Areas in which the 
national giants could not compete effec- 
tively with the smaller business included 
those where the personality of the pro- 
prietor was important; where the 
optimum operation was a small one, not 
allowing for any substantial level of 
overheads; where there was a substantial 
variety of product or service; and in a : 
slow or static market. 

Referring to the relative significance 
of cash and profits, Mr Strong empha- ~ 
sized that 'profits are an intangible 
concépt and cash is not'; it was cash that 
would be needed to pay the bills. Banks 
and other investors needed to invest, 
and money would be available provided 
always that (i) the case for investment 
was proved, (ii) the case was well docu- 
mented, and (ii) the right Source was 
approached. 


Management incentives 


" Mr Kenneth Woods, speaking on ‘Finan- 


cial incentives for directors and senior 
employees’, outlined different kinds of 
material rewards that a company could 
offer. There was no standard 'remunera- 
tion package’; the right mix must take 
account of all relevant aspects of the 
company — its objectives, structure, tone, 
processes and people. In some ‘cases, 





Mr Cyril Shaw, F.C. A., the Paoho chairman (centre), considers a point with the assistance 
of two of the speakers, Mr Kenneth Woods (/eft) and Mr Stanley Booton, F. C.A. 
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‘The conference provided an interesting cross-section of practising and dust interests. 


Mr C. Murray, F.C.A., senior partner of Bright, Grahame, Murray & Co (/eft) and Mr C. G. 
Batten, a director of Noble, Denton & Associates Ltd (centre) in conversation with four mem- 
bers of Group D: Messrs P. R. pong: F. rud C. Williams; F.C.A., H. R. Cropp, FCA, and 
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there was. the Seale of interaction of- 
ACT and double tax relief. The rules ` 
ensured that the Inland Revenue would 


retain the ACT as a minimum tax 


‘charge. 


‘Mr Coombe compared and contrasted 
the advantages, in various situations, of 
expanding by way of.a new company or , 
by a separate division of the old. 
Overseas, there were commercial advant- 
ages in expanding by way of a locally- 
incorporated subsidiary, but the attitude - 
of the local Revenue should be con- 
some jurisdictions had’ differ- - 
ential rates of tax for resident and ` 


non-resident companies. 


If an acquired company ‘was a close 
company, the vendors should be required , 


.to avail themselves of the shortfall 


clearance procedure, and to,give an 
indemnity against. possible shortfalls or 
surtax directions. He referred also to tax’. 


' G. W. Partridge, F. C.A. 


- indeed, financial incentives might not be 


the answer. 


He thought it important to establish ~ 


. the right incentivé element in basic 
salary as a first consideration before 
' considering other benefits — whether in- 
come or capital incentives. There were 
problems with any incentive scheme of 
relation to performance, .the , persons 
eligible to participate and how much to 


. distribute. He compared some of the 


advantages and disadvantages of income 
incentives, share options, partly paid and 
loa schemes -for share; acquisition in the 
"light of the Finance Act 1972. (already a 


`: contentious topic elsewhere) and ‘Phase 


i 
us < 


II': of the current pay and prices policy.- 


Management for expansion 


Taking as his subject ‘Financial manage- 
ment’: required in an expansion-minded 
 dompany,, Mr Stanley | Booton, F.C.A., 

‘began, by emphasizing the importance of 


efficient financial control’ of existing: 


activities, the proper role of the finance 
‘function and its joint responsibility with 
line management. 


He discussed the alternatives of biteenal 


expansión or external acquisition, main- 


taining that complementary expansion E 


was to be preferred to vertical integra- 
tion or. diversification.- 


existing strengths and experience, whereas 


, a captive market led inevitably to com- 


(og 


, 
we AN 


Fa 


4 


placency, and thus to inefficiency. He saw 


‘is growth a good thing?’ as a philoso- : 
- phical question, but endorsed Mr Battle’s * 


view that sustained regular growth in 
earnings per share was an essential feature 
of any expanding business. 

The expansion-minded company, he 


'said, needed senior financial staff with 


‘capacity to: handle acquisition and de- 


; 


Mr John Coombe, F.c.a., began his paper 


tax structure operative after April sth, 


poration tax liability. 


This order of ` 
priority, he said, ensured. the best use of ' 


relief on purchase of 'know how? and 
licensing agreements, and the corporation 
tax advantages of raising finance by 
means of loans rather thari shares. 


velopment problems, .which in turn 
argued the need for competent account- 
ing assistants; too many ‘accounting 
departments kept going only by: loading 
the senior men with a succession of. 
day-to-day_problems. 


“ D - 


Corporate planning 


In a characteristically vigorous presenta- 
tion, Mr Cyril Shaw. stressed the 
importance of a, company knowing why. | 
it was expanding — which meant planning. 
- Without this, the skills outlined by 
previous speakers would be of little use. 
Planning techniques were not affected 
.by size, whether the planning was. done.: 
by one man on the back of an envelope 
or by a staff of 100 with a computer; the. 
only difference: was in how they, wére 
applied. . 
The purpose of planning was to fill : 
the gap ‘between the effect of decisions ' 


Tax planning for expansion 


with an outline of the revised corporation 


including payment of advance corpora- 
tion tax (ACT) equivalent to the share- 
holder’s tax credit on a distribution, and 
the inclusion, of a fraction — prospectively 
three-fifths — of chargeable gains in cor- 


' For companies with overseas income, 
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Mrs Sue Hudson, EEE eT (eft) a Mrs E. R. Adams, F. CA. leader of f Group A, 
rn Mr John: Coombe, F.C. A., another speaker. 
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ies dies and the aim. to ` bes Beat 


realized one, five or ten, years hence. It 
decisions annually, and the plan was not 


everything! that would happen from now 
until 1977- 
‘To pla ', said Mr Shaw, ‘you must 
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T ier scrimination exists against ‘women in’ induaty 
and 
differenc 
concern 


of opinion, not least between the' two sexes, 
e extent and: degree of that discrimination. In. 


_ one arealin particular, the champions of women's rights- 
seem to have undoubted cause for complaint, and that is . 


pay. Currently, the average weekly earnings of a woman 
manual worker i in ene are only half those of her male 
counterpart. a 

. It is hardly surprising, therefore, that considerable hopes 
are being placed upon ultimate implementation of the 


Equal Pas Act 1970 —‘An Act to prevent. discrimination as . 


and conditions, of. employment between men. 


1 


regards te 


mm Tx MN 


Equal work . . "auc 


"ACCOUNTANT 


Too dew. sedie ve oubledi to. 
think about the. future. He illusttated 
was common practice to review planning. the situation of a company which. had : 
fallen behind- its planned level of per- 
formance and had nó conception of how 
to fill the gap. It, was a serious, criticism 
of many companies: that budgets were not 
framed to monitor performance. against 
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plans. In addition to his cotporate planning 
' résponsibilities, Mr Shaw is a well- 
known’ rugby referee. His. talents in this 
capacity were tested to some purpose in 
the final session, when he, together with . 
_Mr Battle, Mr Booton and Mr Coombe, 
‘dealt with a variety of questions posed . 
in the discussion groups. 
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Management. The Act, he declared, had three objectives. 
First, it aims at no less than‘full equality between men and. 
women in the terins and conditions of employment. Second, . 
where job evaluation has been carried out, then the results 


must be applied fairly to men and women alike. Thirdly, ` 


` discrimination must be removed from collective agreements -. 


. and the woman's rate for the job, as such, must go. 
Not:--surprisingly, the Minister concluded his address 
erce is hardly a’matter for dispute. The main. py emphasizing that the Act leaves open the question how ~ : 


discrimination has to-be eliminated in particular, cases. 


"This will, inevitably, have to be left to negotiation arid the | | 


good sense of employér and trade unions. 

‘A recent study by the Office of Manpower m on 
the terms and: conditions of women manual workers identi- 
fied a number of factors which had, and still could affect | 
the' rate of progress in implementing the Act. There were 
the: complexities of. adjusting agreements and pay, struc-: , 
tures; the problems of altering established . differentials; 
collective bargaining arrangements; effects. on costs ; 
‘ignorance of the Act; and uncertainty about its'interpreta-.. 


are 
E 


. tion. One need hardly be an expert on ‘personnel matters to* i 


realize just how troublesome any one of these factors can bè. 
-An interesting feature is the emphasis placed by the. 


The linchpin of such legislation and its EE TE Minister not merely upon the issue of equal pay, but on the ; , 


turns on a very simple issue; just what is equal work? The. ' 
Act makes|á number of efforts to indicate the circumstances 
in which) women: are, at least for purposés: of their, re- . 
muneration, to be regarded as men. Thus, a woman is to be 
S employed on like work with men only if her,’ 
are of the same or a broadly similar nature. 
and the differences (if any) between the oa 
she does ind they do are not of practical importance. 

' But, just to clarify any differences of opinion as to the. 
interpretation of the italicized phrases above, section 5 of ; 






the Actexplains that a woman is to be regarded.as ‘employed 


on work tated as equivalent with that-of any men if, but. 
only if, he job and their job have been given an equal value 


- in terms 5 the demand made on a. worker under various. 
headings { or instance, effort, skill, decision), on a study . 
undertake a a view to DE in those terms the 
jobs: to be m 


of the law 
law is observed. On this point Mr Robin. Chichester-Clark, 
Minister df State for Employment, had some observations : 
to make a PE aes recent. conference of the Institute of Personnel 


As ae er legisistion; it is ; not 30 uidi thé letter ` 


Là 
; 
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` 
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that counts, but rather the spirit i in which the: 


' wider aspects of the Act. The Act, he claimed, goes beyond 


the matter of pay; it is to achieve a measure of social and 


economic.justice for working women. And that, as he re- ` 


minded his audience, brought him with ‘some trepidation’ 
-toó the issue of equal opportunity. For most of the 8 million . 
gainfully occupied women, work was not just a matter of. . 
‘pin money’, or of working for extras, or Jus to get away 
` from the kitchen. sink. 


} 


‘Rigid demarcation | | i 

‘By setting' a better value on the- worth of women's 
Work generally’, the simple fact emerges that such labour - 
will no longer be as cheap as it has been. Equal pay could ~ 
're$ult in more rigid demarcation of jobs and a greater 


concentration.of women in low-paid work. The Minister . 


reported that the Office of Manpower. Economics had not 
found .any evidence of changes in employment as a con- 


. sequence of equal pay, but such .a judgement is surely - 


` premature; It will be remarkable if the traditional antipathy 
of the male will be overcome. quite so easily in factories 
.and other establishments seeking to establish. either iiie 
- Pay or b A 
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mg EX DPA BocouHtant: in a anal p COS in thë United Kingdom ieee thec crisis so his, lifetimes” - s | 3 
- during the next twelve months. Undoubtedly a substantial number of small büsinesses WW. asp ln ué dps 
be seeking help with their VAT returns: The author of this article examines the. implications ` E E "e 

, for accountants, and proposes 8 system, of. standardized pecoraing t to ease EUIS burden. 
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| Ties an among. is in in VE su did not 
then appreciate how. well off we were (professionally 


"speaking, that is, not firiancially). Those were the Po iE 
when’ most: iof ` the queries raised by clients could - be" 


: E 1 answered. from memory; the individual accountant could 


^ cover, most aspects: of professional practice without: nagging 
Leer of inadequacy. ., .,We* had the annual struggle to 
^ assimilate. the contents of the Finance Act but, in n retrospect, ' 
` this was not-usually too onerous... 57. | 


."We are all, of us only tod aware if the zem of fiscal ` 


„to. assist their clients in. their travels. through the taxation . 
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DES legislation in the: last eight. years. “The ability of practices pressures. , 
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‘company : and apal gains tax x didis uf view ud mi 
with estate duty in mind as well: Fhe more tax changes ere 
are, the more difficult’ this becomes.’ 


"A lot of sole practitioners in the country are, now under. 
‘severe préssure. The problem is not confined to. them. It 
applies toa slightly less degree to all offices which are not: 
structured for specialization. A partner.in such,a firm can; 


_ share administrative problems. and have cover for holidays . 


.and sickness but, apart from the-ability to discuss points . 
of” difficulty, is D UE from ‘the same NS 


t EN 
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If this is the position now, ahari is.it likely 4o bei in-the. 


“maze must vary directly with the number-of partners and foreseeable future? Currently the: profession is ‘coming to 


' of. internal. specialization which ‘jis, possible. It theréfore 


, the’ smaller-office. 7 aa M MEE Ds 
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` Keeping up. to date E i / : Fa Ge 


;. We have seen in recent. years the inia Revenue plead- ` 


ying for a halt tò fresh: legislation. If the Inland Revenüe hás 


NC A staff able fo absorb the changes as they occur, and the degree . grips with-fundamental alterations. in -both ‘company and. 


, personal tax. The Budget containing goodness knows what. 


; du ~ follows that.a faster raté of change pears) more icd on . further complications will soon be with us — ande 80 will the | 
a - full impact of value added. tax. 


Phe lad of concerd over the HUBS effects which. 
this tax^will have on the already: overburdened practising . 
accountant has been the biggest. surprise of my profes- 
sional ‘career. Surely no accountarit who is: used to dealing 


dts problems, ‘those of the profession: must inevitably: be with the small businessman can-be under any illusion as to 
~ greater, since taxation is only. one of, the spheres, of knowl- 


uel in which the average ‘practitioner - must be an expert, - quarter. When. those clients who for years have: expected . 


“and personal and company tax is not the only area of change, . 


who will be expected. to complete his form: VAT 100 each. 


him to: deal with every form emanating from a government. 


X * In addition to alterations in Company law and other. subjects . , department on their behalf receive their first quarterly © 


Necessary to professional. practice, the role of the accountant 


~ social legislation. "These days, he can expect to be consulted... 


“returns, it seems somewhat’ naive: to imagine : they will, 


abreast: of-the increasing weight. ‘of uncharacteristically decide in any large numbers to cora- 


plete them themselves; And the smaller the practice, the 


, on almost. any aspect, of the’ business: or private life of'his - greatér.the problems, as.the proportion of clients who will : 


" cliént, We cannot and..do not ‘pretend to be omniscient, but: 
H in so many cases our client needs help and du i$ no ud 
y Soure. available to ‘him: Sò we do our best: : i 


/' Increasingly during the last few years, it. ‘has become dii. 
~ cult to cover adequately- the whole range of knowledge which - 
"it is necessary to. possess in order to give.a satisfactory service 
. to clients — not only the amount which: ‘has to be absorbed, 

bot the impossibility of doing | this during normal. ‘office . 
hours. -To learn all one,'ideally needs to know demands a 


; longer working day, and the:loss of all leisure. time: One. 
j 2 oe is therefore reduced to thé unsatisfactory and . potentially 


* -dangerous practice of. ‘ad hocism’, general reading: ‘backed 
by: study. of a particular point as the need arises. So many _ 
erat simple: and straightforward financial decisions 
; need to be leoked at Sumulieneouny froin the personal, 
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To help with VAT i is s higher: As slt Bee dgio 
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Volume of work 


What .will these probléme be? Tirst, the volue: of addi 
"tional worki is incalculable. We have not yet experienced the; 
preparation of à VAT returi’ from. clieüts records, It'is, 
‘ however, hard to: imagine such’ a ‘feturn fora retailer; with U 
the invoice examination which will be involved, being: 
completed. in, much less than. half the time. “which is at. 
present required to produce . a set: of annual accounts for. 
the same client, no matter what system is used: If this is so, ` 
"practices can only - approximate ‘on the basis: of additional 
‘work hours in the region of twice.the current level for those. 
brc whose VAT: returns will be pes by. them. | 
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Suddenly,anold nameisanewname 


The old name: Long, Till and Colvin, 
leading money brokers. The reason: they've 
joined forces with tne sterling section of. 
Guy Butler and Co. Ltd., a member of the 
same financial group, in order to provide an 
even more comprehensive and streamlined 
service for people who want to use the Oe NR 
money market. — P 

The new name: Butler Till Ltd. Eo 

This Company is in the closest | 
possible touch with all areas of the money 
rnarket— short and long term deposits with ! 
local authorities and banks, the purchase 
and sale of sterling certificates of deposit, 
and deposits with finance houses and 
leading companies. 

Their dealing rooms in London, 
Manchester and Edinburgh provide direct 
and immediate market information and 
opportunities for competitive dealing. 
And these are good reasons for calling ^. 
them. d 

Even if it takes you a little time to get 
used to calling them something different, | "n 

"d T 


Butler Till Limited 


Money Brokers 


34 King Street, London EC2V BER Tel; 01-806 4080 Manchester: 061-228 3521 Edinburgh: 031-225 6167 A member of the Clive Group 


^ A cause 
clients will 
understand | Capital Choice 
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I! you've never had anything, you never miss it. the £86 £000,000 SO ciety 


But if you've known a reasonable standard of living, imagine 


the horror of reduced circumstances. with the ‘personal’ touch . 


We help people who have practically nothing — -except . 


memories of happier times in a happier age. | 

Many of your Clients will understand and will sympathise with : L E. "P 9 & i 
what we are trying to do. Many of them, if you suggest it, : 

might like to remember us in their Wills or with a Covenant. H Ü T B E IH T 
After all, what greater gift can there be than giving another | . 

elderly person something to live for? | BUILDING SOCIETY 

Head Office: HOLBECK HOUSE, 


DISTRESSED GENTLEFOLKS | [| 10%Amion st: reens s1 sas. 


` London Office: 73 KINGSWAY, LONDON W.C.2. 


| : AID ASSOCIATION | m Branches and Agencles throughout the country. 


VICARAGE GATE HOUSE * VICARAGE GATE * KENSINGTON LONDON W8 4AQ 


w 


' Member of the Bulfding Societies Assocíiatlon. 
‘Help them grow old with dignity" Authorised for Investment by Trustees. 
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Secóndly;: ‘ore work means more staff; FPE not ee e 
to be found but they-have.to be accommodated: and trained. - 


| Thirdly, there is no way of spreading the work; returns. 


must be submitted within a month of.the end of the period, ` 


and , prese t indications are: that this will BE Strictly. ens? 


forced. 


^ oS 


Unless S ecial registration is id for, all busied T 


the same type will have a common' VAT" quarter. Becausé 


business, the quarterly VAT work will therefore fluctuate 


from one l'honth. to the next. Because of inevitable delays. - 


and apathy,-records will not. be received for processing 


. evenly throughout the month but will peak alarmingly in 


- the third week. Even small practices will need the capacity 
` to complete returns at the rate of five or more a day. If | 


(say) a return can be completed ‘in three hours, such a 
practice will require | two. additional bodies to: be able: to^ 


cope. ‘This represents a proportionally high ‘additional . 


staff requirement. Lastly, we cannot yet know how efficient 
our smaller clients. will.be in their VAT recording" and | 


consequently how much work will be- required from- the | 


aic make good their deficiencies. 
Many bcountants, for the most pait, in’ the petes 


organized|practices, will be aware of the coming difficulties. 


Awareness is one thing: a solution can be an. “entirely, 
different matter. But the accountants most ‘at ‘risk: during 


time nor the staff resources to plan ahead. 
As à profession,: we are so used to adapting to change 


‘that we possibly tend to assume that our capacity to do so 


will always be there when.the need arises: Not so with ^ 
VA'T, I fear, for two. reasons. The sheer volume of work’. 
facing thbse practices with a «high proportion ; of retail. 
clients is 
viously faced (and this‘is before one attempts to calculate . 
the numbers of new clients which VAT could bring): ` 


. and for VAT purposes we shall be dealing with HM Cus» . 
‘toms & Excise, not with the Inland Revenue, with whom 


the profession has established-a somewhat flexible. relation-:' 
ship founded on mutual respect, and containing a con- 


siderable understanding of each other's problems, 

. One cannot anticipate such a. satisfactory state of affairs 
during the-confusion that can- -be anticipated during the first 
year of VAT.. Already, it’ seems, accountants are being ` 


blamed for the slow submission of regeanon forms: = 


En à Propitigus : start. |. qo. Mee Qu 
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VAT or hot? - E l | NEM 


. What can practitioners do? Primarily, the deeds is 


simply between handling clients’ VAT returns and not 
doing so! [There are two ways | of opting out. The practice 
may be eorganized so that it no longer handles the affairs 
of the, smaller client at all, or it may retain those clients and’. 
inform them that they are on their own for VAT purposes. 
The dangers of the latter course are obvious. If other 
practitioners supply the service, then work must inevitably : 
flow to them. Of the two alternatives, the.first. may :be 


. impossible and the second véry expensive., Unfortunately: 
each practitioner who does decide to leave VAT well alone. . 
e pressure orí the remainder, as theré i is no one 


incr 
else to whom the small businessman . can turn for help... 
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greater than anything the profession has pre- 
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enough of of the: difficulties. Let,us | see S what can be done 
by the: efficient practice to organize profitably Be Wok | 
‘about to be-thrust atit; «. . 

< The, first problem posed is that of vocat This can only 
"be overcome by «effective ‘organization and by adopting a , 
. production-line . approach. Some might regard this as 
unprofessional, but the.essential characteristic of profes- 
sionalism is the quality of service supplied. The way in’ 
whick the accountant achieves this does not usually concern 
the .client, who merely needs -his. requirements to me 
attended to efficiently: fora reasonable fee. 

I-should imagine evety practising’ accountant bee es 
standard’ work procedures inside his office. They do not 
all carry. this to a logical conclusion by standardizing, - 
wherever possible, the i incoming records. Staff are expected ~ 
to adapt themselves to whatever form’ of record the.client: 


decides -to “use. VAT -gives an -ideal opportunity for the . 


accountant tó increase: his efficiency by. guiding .his, client - 
to the keeping of a record of ‘his transactions which will 
help him streamline: his: own, systern. All businesses must . 
change to. some extent the recotding. method they have 
_ previously adopted: There is no reason why this change 
Should not benefit the accountant if. it can be made without 
inconvenience to his client. E 


Ease óf ad Nustment-: 


| the next 12 months are those who-are so busy with the”. The majority of cles shaose: to 'keep a cash-book 
* current problems of their clients that they have neither the.” 


with pre-ptinted i income and expense headings. All that is 


/ ,, required is for these headings to be reorganized for VAT 


purposes and. you have an easily-kept form of record _ 
which is ‘equally appropriate for both VAT and, annual . 
accounts.. The client:need' not be put.to the trouble of . 
keeping a separate record of VAT invoices —the adjustment 
_from payments to expenditure may of course be made quite" 
-sitüply by adjustment of. opening and closing creditors. A 
cash-book in this form will involve him in the minimum 
' possible additional work. It also'íneans that he requires 
- ónly à minimal knowledge of VAT to supply his accountant 
with records from mn the form VAT 100 may be. easily 
prepared: 

"There are other desirable featurés: which the ideal VAT 


-.,' cash-book should incorporate. It should only last for. one 
VAT: period. If an. annual cash-book js uséd, there is . 


MI 


inconvenience and the possibility of errors arising from 
the to- -ing, and fro-ing of this book betwéen client and 
accountant. It should also explain to the user what addi- 
‘tional information will be needed for VAT purposes and 
- howto record those transactions in which he is likely to be 
involved where special considerations apply. If this is not 
done, tire will be spent unnecessarily in obtenue. infor- 
mation and correcting the records. ' 

"The: second problem which has to be apived is that of . 


' Staff training. Assuming that existing staff is fully utilized, 
additional: staff will: be needed tó handle the probable 


volume of work. Even if the incoming record is képt tó a 
"high standard, the staff involved must be able to check the 
entries, know what: adjustments and calculations will be 
required ‘to ‘complete the form VAT 100 and be able to 
carry them, out. To’ do this will need a comprehensive 
knowledge: of: VAT unless use is made of pre-printed 
computations: and cálculation sheets cross-referenced both 
to me Pene record: and to the d return. As do is 
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‘unlikely to bea an. ‘even; "s of this: Do of work: tie arta cial: This g gives: ‘the eerte of Tk ES 
use of: part-time staff j is: indicated. This. will make extensive `. ‘of all. the original’ records for the whole. quarter; -while -all. 


m D 
PCS 


^ 


D v'tíaining difficult i in. Dany event. a "TELS NS s -the checking is-done and all summaries are ‘self-balancing’, 
: xi 2 lr | WR us qusc l - thus; eliminating. the possibility- of: transcription errors. But 
Ee e E "Standard 'tetords po ess CD. DN LO Ex —— clients prefer- to record their tfansactions -in--a. book; só. 


* E the neéd,to use such. a System. is ied, then standard. Jogically one should use a'system “best suitéd.to both 
- :" zation-'of. incoming records cannot''be. baséd upon. ‘one : client and- accountant by having a bound book with: per- 
z r " tash-book., Retail businesses 'vary- ‘considerably : in^ ‘their: “forated: leaves pre-punched | with holes for the; “peg system. 
um VAT. requirements. It simply: ‘does not make sense, there- . "Lastly, any practice which organizes. itself on the above 
KE " * fore, to haye a mixed business on *scheme:2' using the same “ines will find that any problems it has previously hadin: 
| "-dórni of record as, say, a a'tetailer of e eléctrical goods who may : “completing, the annual accounts" of clients using. the .new 
meee x. well: be involved i in hire-purchase and; credit sale’ transac- - System | will disappear. If the accounts year-is conterminous 
p p tique. "Under; these circumstances all that can ‘be done to ` with: the VAT quarter, little additional- information Or, time: 
we a ‘ ‘achieve maximum economy. is to. standardize on-a seriés of will ‘be required ° to complete these ‘accounts’ from: ‘the 
"37. books conforming to the same pattern, so, that staff perform quarterly summaries retainéd in the Office: On. the other 
= US ‘the same operations irrespective: of; the TYPE of. business * "hand, any.’ practice: which is already . under "pressure ‘and 
me Pa ‘with which. they are then concerned. ^5 ee which: does "not»decide. shortly ‘on ;1ts modus’ operands for 
* Speed of processing will be all- „important. A Bound: book . its smallér clients’ quarterly VAT returns’ could be i in. ga 
“is inhibiting because of the constant turning of j pages which ‘kinds. of trouble’i in 12, ménths’: fime. 7 

' iè required and the need tò extract the informátión from it: `! " You may not agree ‘with: ‘my. forebodings: of disaster, on. 
3 E Bach time a figure-1 1s copied from, a "bound book, ‘the pos- : the problems portended, or. the solutions advanced. But 

4 JS : Bibility - òf errot occurs: .Thesé considerations point. to. ‘in any event, to a small Practices, good lock j in Suy n 1973- 
l ae “Hoose-leaf records which can 'be summarized ¢ ona ‘a peg-board, $ You T need It: md 


Fn PY w * 
- d 

- 

ft IE V. rt 


Dux. 


WETA D 
ta ik 


~ 


ee EER HE hap ote Met 
art 





"hull ost toi the holiday jh fhe e eguišalent c ofa irte 8 salaiy, 
+dmounting. in all-to approximately £x. BT. vob 
. ‘The’ Court of. Appeal, while rejecting the speċifie claim for 
: i .two weeks’ salary, held that the. holiday; had, been -a "grave: 
use. . disappointment, and that: the trial judge was mistaken in limiting 
vA “a | -J's -damages to half the stim actually’ paid: J was.éntitled to 
damages, as: Lotd. ‘Denning, MR, found; “to. compensate ‘hiny 
‘for the loss of entertainment and, enjoyment "Which he. was“ 
: spromised, and which he did not get’. On a broad" view of the ` 
‘matter, the damages should be increased’ to £125. In the further. 
. gee A | observations of: Stephenson, LJ, it must-have een: ‘within the: 
us e Ne 2 i d contemplation of the parties that breach of à contract'td provide 
E Contract: Measure of f Damages E> c holiday’ or other” entertainment, Might result. in. frustration, : 
> A THE: old “rule, expressed in Hobbs v. London and South Dind and disappointment, ànd. ge could, be awarded, 
a E Western. Railway: ((1875): LR 16, QB sir; [1874-80]. A]DER : for.suc inconvénience. .. -- 
E Pas Rep. 458);.that' damages for. breach of contract are not. récover- L7 ‘Jarvis T Swan’ s: T: ours Ltd (Bor r All ER jj pur 
able i in respect of mere inconvenience and: "disappointment, has ^e aie a 
“71, been disapproved as a general. statement by. the Court of Appeal.  Atictioneer Suing: in Own Name T T 


PADS siJ, on. the: strength ofa, "travel agenit's,. brochure, booked-a ^ UCTIONEÉRS' were recently held entitled to sü sue in their 
ub ee fortnight’ $ winter ‘house party’ holiday "in ‘Switzerland: On . own namé for the whole of the piice of goods sold at auction. 
& 7 val, he discovered that.the first week's house party: consisted . “The Court-of Appeal rejected a. submission that their interest 


te P w io 


PIS “only: 13 people, and during the second weék he was the. only.. - Was. limited to the amount of their ówn charges. .; ". 
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Ae e en in'residence; The host’spoke no English; promised ski-ing ^ . - C Ltd, 'aüctioneers, sold a car at'auction to P for £ 28. P pada a 
LIE em ^facilitie were available on-only'two. days. out of the fortnight; deposit. of LI which. was sufficient £o cover. C's commission of. 
M "and several other, amenities-offered i in the'brochure were in fact . £3: 50 on the transaction; but -théteafter. refused’ either. to take. 
s GNI SP :either Testrictéd -or. absent. J accordingly? ‘sued for damages in : delivery of the car.ór to pay-the balance. ‘When C sued him for 
rers z réspect of - breach: of the: contract to: proyide the: holiday às the balance; P. conterided’ that, having received. sufficient" to 
$a ae Promised; terio ae v cover .tlieir own charges, they. could not.sue in their own name, 
D Hs -"There-was ho doubt, as ; tlie trial judge found, that abe ‘Holiday. - ;and that'the only’ person, entitled to sue, was thestrug e owner ot 
Wd P c during thé first week wasto some extent: ‘inferior: and. during. the car. '- 


“the second week véry largely inferior, to that which J had been. n Dismissing P's cise, the Court Held ‘that € eodd: sue in. uhr, 
T | 5 led.to ‘expect, Although, there was not a. total failure of, cons’ ;, own name, both at,common law and'on the.trüe. construction. of. 
AC Dv "inim ic J:had- been conveyed to and from Switzerland, ` the conditions of. gale i in the present case: P had agreed to pay - 
X 177 and had been provided with board and lodging), “there .Wàs.a'- the price into C's hands, and must honour that obligation: C- 
vou difference between what he had paid for and what he: had’- had'a valid cause.of action. for the: price, and a lien on the,car - 
Su received „patid. he assessed. the worth of this: at’ £31- 72, being | “until that’ price was paid. .' 


‘half the amount paid for the holiday. J appealed: against this ` - Chelmsford’ "Auctions Lid « v. Poole d NLJ. 16}, The Tints, 
“award, “contending that it "was too low; he sought to recover the. December 20th, 1973): y 
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; s Thé first month of British membarship of the ‘European Community "has. 
NN gU "produced no disasters and,.it must be added, no spectacular successes. The press 
| "Nu ud T URS ~- has devoted, more space, to Eüropean: affairs. and there has been'a tendency in 


| 1 | 
Eo oe T dp ee S SS opening of the: talks on agricultural. prices and thé discussions on tlie dollar 
TACIE ee y crisis have emphasized the fact that’ Britain's major policy decisions now take 
do S l “het ee PL cru ub T d ye account of European: considerations. 
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"HE- way! in ich the British delogation to dic Euripéai i “accounts, phis particular T would enable. Parliament: to 
Parliame t started in: to criticize existing procedures and to .: examine and criticize pones on the. basis of detailed financial ` 


propóse anges was.taken as an indication: that ‘membership: ’, information. `` ER 
‘would eriable Britain to influence Community: policies and not: The ‘Tnforiiation Division: of the ‘Treasury has a a- state- 
‘merely fall into. line with those already accepted: . | t ais ' ment explaining How the Community Budget is‘drawn-up, and, 


‘One important 'proposal by the British. delegation was for | ‘how the money is raised'and spent. ‘The final. shape-of the 1973 
increased Parliamentary control ‘over. the Community. Budget ` ‘budget was" agreed by, the Council of Ministers; with -Britain - 
through the establishment of a permanent committee and- staff, participating, on: December sth: The Community Budget i is a 
| to.ensure, the accountability, of Community institutions. : :* 5 detailed:staterhent of the proposed expenditure for the coming 

British representatives | to the European Parliament put. 7 financial’ year; "which n to he, a — oe 
pM forward a memorandum, dated January 16th, for'the reform of Roue EIU RON EIE 
its powers. This early initiative by the delegation consisting of ` Expenditure for écásts . DUI. l pes 
e 18 Conservatives ,and two Liberals. appears to’ have been ‘, This stateinent, roughly equivalent to the estimates iñ thé UK 
» reasonably; well received and ‘will be’ considered . at. future. 1 : Budget, includes forecasts.of each member state's contribution , 
|". meétings. {The proposal for a, Specific Question Time}, as ‘to: Community expenditure “and the- way’ in whith particular . 
. distinct frem the submission of written questions; hàs already’ forms . of expenditure, for’ example, Common Agricultural. 
^ been adopted and came into operation in the session fom ‘Policy, would be financed. Common’ expenditure'in the Com- 
| 


February 12th to. 15th” ^ie p -e ^ ^munity-is small compared with the UK: Budget; and has no . 


The Briti hi propósáls c can Desuninsied d as jenuetinpin more. '";démand .man ement’ aspects, 80 that the: budget is simply 
searching | questioning -of the: ; European: Commission’ "and concerned. with raising . enough money.' to. ‘cover Fa aa 
Council of | Ministers; more topical debates; increased con: i expenditure. [The Accountant, January 4th]. —.- 
sideration of over-all policy problems. with ‘less discussion of * What happens.is that: a preliminary draft budget i is. dem up ' 


technical. detail by parliamentary:committees; fewer. büt-more^ :by. the- Commission by "September. rst, . each ;yéar, with’ the - 


effective committee meaig, greater publicity for POMA, European Parliament, the Coüricil of Ministers. ad the Euro- 


activities p: - AE T “u pean Court, each submitting estimates of their own expenditure. | 
» 3 eS S. ges NS. 225.7 wc, This draft then goes. to the ‘Council for amendment and.an. 
Relations with other Institutions OM Ne ^ i i < “established” version is then ed ‘by the Parliament. 


Apart fro | these. internal. - changes in the activities. of thé: ~ be ace 

pted or rejécted' by the Council; A r 1975 the. po 
European | | arliament, the British team also * put forward : of the parliament over the budget a are to be increased. 
"proposals : E its relations with other Community institu- «^ Tihe budget for 1973. is:suimmarized in, Table r. deb. 
tions. The first ofthese pointed out that the relations, between." : "The first four items are for. the adrninistrative:expenses of the .- 


Parliament and Conimission were comparable to:those between: Community, -institütiohs; of these, the: Commission with its. 


patliament and governments at national level. The European: . staff of 6;000: is by fap the largest. ^ e : 
can orily maintain and str rengthen its position by the: ‘Item ‘5consists of money to: dnc peach and investment `. 





occasional|use of its powers to, table. motions of censure to. add; by Euratom: "T'heteifnbursements Shown in item 6 are payments am 
point and irgency ' to debates où subjects. of majór importance: - «to cover the collection costs of 10 per cent of cüstomis duties‘and - 2 
If this practice was used’ with discernment, the parliamentaty : agricultural’ levies handed over to the Commission under the 
SE W uld be able to exert ‘considerably. more: pu EUNT systems. The European . Social Fund, itemi 7, is used ` 
ONE polic ‘proposed by the Commission: a. ; to facilitate the movement^of workers. and pay costs arising ‘out ` 


Longer. advance notice should be given to Padament by the, of the re-structuring: of "industry.. Any’ payments tø, British - 
po regarding its ‘major’ legislative pr oposals -so` that:  Steelworkers made redundant by the British Steel. Corporation’ s 
opinións TM: be expressed before m Proposals are "pur to ig rationalization. plan. would.come from this fund, - '- 







Council of Ministers; => 'z -. Items 8: ahd 9 relate to. the: ‘European, Agricultural Guidance 
-Parliamen t should use its pówer. do. discuss the Córbeyubity 6: 8: T: Guárahtee. Fund; known as FEOGA/from the initials of its 

: administrative budget in order. to. insist on the detailed accourit- . French title. "The Guarantee’séction (item 8) covers. ‘expenditure 
ability of [the other: Community. institutions to Parliament, It “on price support, while item 9, Guidance,'is concerned with the- 
should es lish a permanent. Copimitteé-and staff changes with - , structural. reform: of: agriculture. The. food. aid under itém 1, 


including an annual saudit of the: “Community's st. represents: VEPEDOIIIG: on, aid i in kind: to BEXDIE countries,- 
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, '* the Commons to read European implications. into ministerial statements. The — 
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w> Àt this’ point. further: amendments may b proposed ‘which may ji 
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poe and the: ieinsctiptions! are.moneys "ne forwatd from o 


" years, to which the. UK and:the other new members, will not 
;. contribute. - ME 4 5 m 

= Provision. bns been made. for the Community to receive direct 
income in the future from Jévies: on: agricultural imports,, ftom 





n = “revenue fröm customs duties.and from the proceeds of a 1 per 
“= ‘cent. rate of, VAT. The UK contribution to the Community ` 
Budget will increase from '8-64 per cent of the total i in 1973, to: 
i qa *18- = per cent in 1977. dus A AER 
o Ee E P at CABLE Y ac. IPs Es ne 
"as So. AS | COMMUNITY. SPENDING-.IN. 1973 . — c: 
= m 3 pe un MN e . S Million age. 
MEE < JE Ps i ^owar c Rt s Ses Mndsof 25 
xus cata he Ve Fe S ed Has i . account* £m - 
Š, n «A. European Parliament — (24 5, 10 
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ze i 3.. European Court of Justice .: de Un EE ea 
d : 4, EEC Commission’ ... aaus * V ZI 211 ,, 88. 
s E Research and Investment. (Euratorà)- ' puc i 86, A 36 
She . 6. Relmbursement to Member. States-. (10° pei eS ae 
4 m ^". ,.'cent of duties and levies) piu dol, eod 9 9 104 
aaa a Européan Social Fund; 2 sed. (oq v ee 2 100. 
"=: 8. FEOGA Guarantee, (Agriculture) ` to axe iud. o7 0172 
^ “9. ‘FEOGA Guidance (Agricultüre) - | :830 | 137 
S sd. Food Aid. and Reinscriptions 243 .',101 
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on "d ` `$ The value of- the unit of account is that of à United: States dollar 


‘before: its devaluation’ in 1971. ‘The conversions to £. million, i in-the 

‘table are calculated on the: basis: of £1 c» 40 units. of. account $2. 60. 
- 43 N r ‘ Ld i ae , es s : 
EN. Common agricultural policy’ imei NE. e 
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-will' be needed, as the: charges are based'on the agreement . 
reached. by the Council of Ministers on January 23rd; The" 
problems posed by the floating £ will be side-stepped by using a, 

. reference ‘rate’ based on the average market rate for sterling ` 
in the first part of f January to convert‘ UK Common Agricultural 
Policy prices info units of account .for sterling.” This rate is 
equivalent to £1=2:1644  units,,of' account, ‘or. $2.3499, and . 
means that; for' purposes of agricultural dealing only, the Bi is 

. fegarded' as having been devalued by 9:2 per-cent. « - 


"The stages by Which the Common: icultural Policy will be 
M , introduced are shown i in Table 2 below. | M 
Community: railway plano 8 4 R uiu 


British Rail has joined the railway ullos of. the ake 

. member, countries in submitting a plan for a single „European 
railway company-to the Council of Ministers. T'he creation of a, 
body of this kind. would be a: major part-of the movement for ` 
political and economic ‘integration. A ‘provisional entity’ would : 


_, Initiate.the project by-promoting joint ventures in some sectors ' 


"as a step towards eventual unification.’ Under the plan the first - 
of these: joint ventures would involve: 


_(1) promotion’ and. co-ordination of investments ` Geely to’; 
E. . bring international ‘benefits,-and the planning of new inyest- ' 
\ ment especially i in high-speed train systems; . ' 

(2), gncouragement of technical and administrative standardiza- . 
‘tion; ^ - 

(3) joint marketing of products: ‘and sérvicés at’ international 

io . level and > ; 
(4) study of the’ powers and structure of the proposed joint" 
, company. > ^ « | 


. 
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"The. national railway authorities have- ER co nearer in: 
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selected later. 

As the Community's only joint scientific venture, it was 
important that Euratom should continue in 'operation in spite 
of the difficulties it has encountered in securing the co-operation 
of member countries. It remains to be seen whether. Euratom will 
operate on ia 
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projects. to; be undertaken in the two further stages will be. 


scale pes will enable really worth-while.research - 


T. 
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to be undertaken. A. bois of ss million, spreád over four 
years for, four research centres, has to be compared with the ' 
£80 million allocated for spending at the UKAEA research 
establishment at Harwell over the same period. i 
If hopes of a European . technological counterpart to, thé 
US arising out of the enlargement of the Community are to be 
fulfilled, effort in this particular sector will have to be increased. 
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Enrich — but Measure — Clerical 


.. Work 


A Practical Experience 


7 by W. WALSH, A.C.LS., M.LS.M. 


Boiled down to its bare bones, Herzberg's theory of job enrichment says that there are 
some factors which are necessary to provide comfort within a job, and others which 


act as a motivator to high levels of performance. Lack of the comforters will create 
dissatisfaction but the addition of them, while reducing anti-company feeling, will not 


itself i inspire or enthuse people to yleld their best. 


That inspiration and enthusiasm comes from raising employees status and involving them 
closely and personally in their own achievements. It is a refinement of the Hawthorne 
effect and an extension of McGregor's ‘Theory Y' — if they commit themselves, staff drive 


Li 
oo 
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e idea of job enrichment, they nevertheless remain 


_ rather woolly on the subject of how one goes about the 


enriching. It is important to grasp that one must oneself 


have the right attitude of mind and communicate it to the - 
' keep costs down (which is also explained) about a quarter 

of the staff attend a meeting each quarter year. The quarter 
. who attend pass on to the three-quarters who don't, what 


staff until they have confidence in one's intentions plus 
sufficient understanding to put forward ideas of their 
own. 


Putting it bluntly, job "m could be regarded as’ 


another gimmick. If it is to have lasting effect, one. must 
not only believe i in it oneself but actively propagate that 
belief andjinstil it into others until they are no longer shy 
(or suspicious) about coming forward with suggestions. 
One must. also be prepared to hold fast to one's beliefs 
over quite a long period, and practice in many, many 
small ways|what one is preaching. The more routinely one 
does this the better, because ideas of job enrichment then 
become a, normal part of thinking and planning — not 
something introduced to make distasteful jobs more pala- 


table, eveh| though enrichment does just that. 


Creating: understanding 


Of course!these ‘many, many small ways’ will provoke the 
question “For example?’ This becomes difficult to answer 


because ifythey are — as they should be — natural extensions : 


of one’s attitude, it is then difficult to catalogue them with- 
out the cynic thinking they are more ‘planned’ than natural. 
However, accepting that risk, here are a few: 

(i) In addition to any existing formal joint consultative 
machinery one can set up staff meetings. The Industrial 


"4 \ 
4 
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many organizations and individuals grasp. 


themselves more effectively. 


Society call these ‘briefing meetings’; in my organization 
we use the term "understanding meetings' because they are 
intended for two-way traffic — for management to secure an 
understanding of staff difficulties — for staff to secure an 
understanding of management objectives and policies. To 


they learn. This raises the level of appreciation, involve- 
ment and. understanding of different points of view. Meet- 
ings last from one to two hours. 

(ii) Levels of supervisory status should be raised in a 
number of ways. Supervisors should have a separate 
meeting (three times per year) lasting half a day and the 
practical jobs arising out of changing policies discussed, 


local objectives agreed upon and difficulties diagnosed. 


Periodicals which will help them including, for example, 
The Accountant, Personnel Management, Supervisory Man- : 
agement, Industrial Society, should be circulated, and a 
library of useful books built up for their consultation. 
Internally more apt titles for the job they.do should be 
devised; their tasks more closely defined and sympathy 
shown for their 'supervisory' function. Especially we need 
to help them with the tasks of getting work done by other 
people and maintaining cordial relationships with other 
departments. 

. (13) A lot more interest needs to be taken in E 
even work loads on different sections;.in providing reliefs 
for those desperately pushed (due to sickness and special 
` jobs) and more done in many minor ways to show staff ` 
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the continuing interest of management in the human side of 
business life; for example, more care taken over the siting - 


of equipment, more emphasis on health and safety, more 


:: readiness to buy equipment to take the drudgery out of 


hal 


"Voc jobs, more -participation of staffs in determining matters 


affecting their environment. (À subcommittee of holders 
of ‘ʻO’ level art qualifications to choose colour schemes for 
offices was a successfül innovation in my organization.) 


, More readiness to use imagination in dealing with prob- - 


“lems; the use of ‘Impakt’ stationery to provide a chuckle 
with instructions and perhaps a more: humble approach 
in dealing with staff matters. 

What all this does is very important TE The variety 
but continuity of attitude establishes a basis of confidence 
and mutual respect which then prompts staff to come 
forward with ideas; knowing they will be examined with the 
object of adoption — often too many are examined to find 


"the best way to reject them. In addition, one’s pérsonal 
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‘effort keeps one subconsciously aware. of job enrichment 


techniques and encourages supervisory staffs to think 
in the same terms. 


a 


_ Enrichment - 


— About six years ago the introduction of computer techniques 
for customer accounting created the need. for a re-thinking 
of the structure of a records office which basically functions 
as a link between the accounting ‘factory’ (the computer) 
and (in this case) 150,000 customers. These customers 
‘receive four bills (at least) per year and changes in their 
‘circumstances create a volume of documentation amounting 
to about 5,000 ‘bits of paper’ of one kind or another each 
week. 

Originally the offices dealing with this work were or- 
ganized on functional lines. Broadly one dealt with account 


s queries, another with adjustments, a third with records 


variations and a fourth with the issue of job instructions. 


The re-organization (without us consciously realizing it). 


acted as a job enrichment exercise since, in effect, it put 


: all four jobs within the hands of each of 26 people (20 


ode 


clerks, 2 trainees, 4 supervisors). Each of these had a 
rounded, fulfilling and prestigious job to do. 
. Nor that it was accomplished simply. Learning a, new 


^. way of life created casualties, and a massive restructuring 


of the organization as a whole created a new problem, just 
as there were signs of settling down from the office 
‘reorganization. However, the staff who were doing the 


' enlarged and enriched job really did have high morale — . 
a fact not only visible from their faces but also reflected in 


falling levels of absenteeism and a rising effectiveness 
percentage in clerical work measurement. The office 
has persistently returned over 108 per cent for three years. 


_ The way in which work flowed was reversed. It is not 
* given to supervisors to allot to clerical staff, but to. clerical 


» staff first, who then go to the supervisor with their queries. 


-— 


; Supervisors learned how to monitor performance, how to 
use tabulations to check on sources of error and omission, ` 


how to liaise successfully with other departments to ensure 


- that work was done and sources of complaint eliminated. 


_. They began to grasp that their primary function was not 
that of becoming the most skilled operative setting an 


. example, but that they had to inspire high levels of per- 
' formance by others. The routine work they did was 
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reduced PE to nil, but their training fonction was 
enhanced and more clearly defined. They had to develop 
an instinct for scenting trouble, be alert to the need for 
auditing the work done, and alive to the necessity of switch- 
ing work volumes from clerk to clerk as work volumes: 
varied.. 

All of this selected back to the clerical staff; as they. 
became better trained, so the width and variety of jobs 
they could cope with was enlarged. That discomfited some 
because intellectual capacities varied, and it is still a source - 
of trouble when new staff are being trained; the odd non- | 
recurring job can be overlooked. Nevertheless, the very 
'challenge.of the job has turned the staff into an élite corps 
and, considering tbe breadth of the job description: for . 
them, the fact that competition is strong for the vacancies 
which: ‘arise speaks volumes for the status effect that job 


enrichment endows upon what was once a set of routine 
tasks. 


Measurement 


. Perhaps uniquely I believe, in a large office anyway, some 
form of clerical work measurement is desirable to go hand 


. in hand with job enrichment. There is a tendency for the ` 


enriching to become loading as well; not that that should 
be regarded as evil of itself (when one secures the confidence 
of staff, one learns that under-working and not filling the 
day with useful work is a' worse crime than overloading) 
but it does become difficult to judge work loads which 
contain a wide variety of tasks. Certain special skills need 
time to acquire, and permanently overloaded staff do not 
have sufficient opportunity to secure the learning. 

Latterly, it has been considered wise to introduce a fifth 
supervisor. The five act as a team, one of whom for a 
period of six to nine months concentrates on certain special. 
jobs (nine in all) discovering in more detail the Steps 
necessary to discharge the functions. As the supervisor 
does so, she can pass on some of her expertise to the 
clerical staff and: so raise their standards of performance. 
We expect, in due course, this will reduce the measured 
‘effectiveness but we also hope it will sharpen the grasp 
of the staff, make the work processing speedier and ` 
ultimately reduce the time allowance for certain tasks. 

Not surprisingly, having seen what has been accom- 
plished in one office, there have been demands from others , 
for the same kind of treatment, and the alertness mentioned | 
in the opening paragraphs keeps these demands alive. 

It is not always easy immediately to see- how one ‘can 
combine disparate jobs into a whole — especially in smaller 
sections. Neverthéless, the very fact that. management is 
receptive to ideas, “approachable and interested, raises 
morale even where procuring results may be a long, slow 
process. One other office is being re-organized on enriched 
grounds, and plans to tackle a third exist in skeleton form, 
but are held up for some serious re- thinking of the 
organization-wide implications of the exercise. . 

Which brings us back full circle. Job enrichment is not - 
just an exercise; it is an attitude of mind. It may not 
always be the cheapest way of doing a job unless-one takes 
a very broad view of costs; but, as a visiting psychologist 
- said, ‘After seeing and talking to the people in the ofhce, 
I.am quite.sure your organization has added to the sum 
total of human happiness'. 
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"0. ) pede amed with ST British Ouse Co pea 
the most éeable point in, Mr^L. E. Smith's first annual.’ 
statement T y oen could be that “there is. ‘satisfaction, but.. 
no complacency, i in haying maintained for the past, five years an 
aape AA rate, of 13 pet. cent" on earnings per share’. 
‘Undou 


comment that ‘looking back it.is no surprise - that management,’ 
was overstrained, à situation which no doubt. contributed to the’ ' 
collapse ii ! health: of one managing. director and to. the early: 
‘of his successors’... : 
ulties were concerned i in patticular with the advent 
of oxygen| equirements on. a’. ‘tonnage’, scale and were only:; 
finally. resolved by two ‘vital and far-seeing decisions’. One was. 
to: invest large sums at initially small returns in ‘tonnage’ : 
oxygen plants and the second to scrap, the Poong conventional. 
production plant. LM Z 


Sustaining. the group: duriig this: bcd was the: pro iem 


made in óverseas companies. In dealing with the ‘diffi 
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intoa n 


‘to make - 


: ‘divisions 


foundations of the improved profit record’of recent years \ e 
laid. ‘Foundations, Mr Smith says, included ‘new management... 
devoted to! the concept of decentralized profit responsibility; : 


new inv ment to modernize production ‘and distribution .. 
capacity; hew agreements which, "with the help of the unions, - 
` have placed labour relations on to a new. and better footing; 
, new rein 


rated attitudes towards our, r markets and thóse who; : 
inhabit them’. ; Pd 


eS not 
i - 5. 
. Ao. 


f f 


Central services. es TA ad IT. 
Compared: ‘with 1970-71, group. im in 1971j2- Jagan byu 
7"7.per cent, group, trading profit by xo:1 per cent and earnings 
per share by 12°8 per cent, even though signs. of the anticipated. ` 
UK: economic recoyery only “came late in-the year and even 
though British Oxygen was not immune from outside industrial 
strife: infi ences. 
"Commenting on “the ami profitability i in recent gears, 


organizat: fon. The philosóphy has been to divide the company . 


very employee aware of having a personal . share of. 
responsibility for the.section's profits. 

The gement set-up is that there ‘are, three managing - 
directors n the-main board; ánd chief executives for six trading. 
advanced . engineering, ` chemicals; : food" services, 


és, metals and welding products and | g diréctors : 


ly the most chilling point, is Mr'Smith's reference to ` 
thé comp ays difficulties in the early and. mid-sixties and. his,- 
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services: personnel quadelino. services and insurance — pre- 
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viously: the responsibility’. of separate’ corporate divisions — have. 

‘been - grouped together in one central services organization . 

"under a head of central services. The terms ‘division’ ap E 
: ‘chief executive’ will apply. only to trading divisions. < ` : 
A controller. has been appointed to the:staff of each of thétwo 


anaging. directors to-whom the UK trading divisions respond. 
They will assist in developing divisional plans in relation to` 
-over-all group strategy and i in monitorning current performance 
against. agreed objectives. ~“ y 

“Mr Smith says: ‘We are ‘creating a small” team of, mult: 
, ‘disciplinary skills, free go far as possible from routine. work, to 
advisé the ‘Group’s . Executive Committee on. the Strategy 
needed for us to'exploit to thé full the many, opportunities: ‘that 
lig ahead. This will enable us to direct strategy moré effectively ` 
from the centre while at the. same time ‘speeding up the 


’. decentralization of trading ; activities throughout the world into ' 


¢ independent: profit centres.’ a A oat cu Su 15 
7 PM RE per he a Mr " i 

- Operationally’ in the past. year, Gea: overseas sewed down 
‘although the return on capital employed. remained good. At 


home there. was considerable improvement in earnings in^thé.^ 


` gases, chemicals, advanced engineering and transhield divisions, Lum 


the latter being. -concerned with: specialized * food services.- 
‘Improvements came largely from reduced: costs ‘arising. from . 
‘increased, efficiency, and new returns on “capital investment. In, : 


welding and ‘in ‘metals, returns on capital: employed - are ‘not ` 
` considered satisfactory but, following.an expensive procéss of ` 


e N EN Eo T è STEN 
m ‘ 2 " oy g . 
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overhaüling. production and marketing methods as well as. : 


strengthening and restructuring management, the’ divisions dre. 


in better shapé to take advantage of any improvement in markets.. 


“The boardroom view is.that given reasonably stable economic - 
[conditions the immediate future can be confidently faced: Ample - 


= scope exists. for, improving: returns from, existing businesses, 


+, particularly’ at home. At the same time aréas of high 


at 
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Capital à gearing: E Sas 


The improved. return on capital NET has been one c df the - 
two main contributory, factors to the achievement of an annual ` 


“growth rate of 13 per cent in earnings pér share for the past f five 


years. Thé other factor is the increased gearing of the group 'S y 


rhanágin 
or the other trading units BOC Transhield and’ Cryoplants: sy ceapital structure... 


These ap ointments: and their holdérs are detailed in the pot. 


e 
ML 


below th ies of.the board of directors: | |!” 
. Also dbtailéd. are the new central services ‘and group lied: 
quarters. forces: The company has made a zimber of changes: 
in`its ` UR central ,orgánization; including the creation of a 
Group Strategy” Office. "The director. of group ;strategy will * 
respond. direct t to.the chairman. ‘There will-be five chief advisers. 
on' corporate’. planning, finance, new business “development, 
public’ a and communications: and human resources. |. ' 

‘Most ¢ the company's; central. ‘services. such as inanagenient ’, 
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The existence of-a total of £23" 5 million of tonnage debenture 
“stock will be noted. Mr Smith comments that ‘particularly with ' 
“regard. to, industrial gases, still much the largest part;of the . 
group's, business, there are many factors which when taken, . 


* tog éther make it'entirely appropriate to finance a high propor- 


tot of the- ‘capital ‘expenditure wun loan money rather than 


equity capital’. 


These factors helide, the, relative stability of demand: “the p 
' popularity. of long-term. contracts, the wide spread of markets | 
ue and >the Severe technological finance and marketing | 
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growth are ::. 


the directors’ report refers to’ fundamental changes, in the: * being sought: ‘either geographically, particularly. in thé EEC,-or; ^ - 
by. iii 80, that. pug: Curent rate pr LE expansion. is «7. 


aber’ of profit centres and to do everything. possible `< sustained, / vu DU WU x ca 
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; hurdles which. ‘a newcomer ‘tothe industty ia to overcome. 
In British Oxygen's tonnage business, where there is the 
-, additional factor of minimum: payment’ clauses, the situation 
E given rise to the issue of. tonnage debentüres, The view. is 
_ that the case for financing the: remainder of the industrial gas 


oe 2 _ business with substantial loan capital ‘is almost as strong’. 


"The board. ‘is satisfied. that the present gearing, or there-. 


E r abouts, can and should be maintained in the best interests 


ofthe shareholders’. 
*,?- Success for British Oxygen's current growth plans will. entail 


p ‘maintenance of the current profit growth. and the current level: | 
: T -of, capital gearing. In addition, it may be necessary to retain’ 
^. |, rather more profit than in recent years when dividend cover has 


‘not been as high as the board would have wished. 


.. The 1972 profits have helped in that direction and further’ 


T hielp should be provided by introduction, of A miputation 


E ^ System ot corporátion t tax. 
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'-Woolworth's Accounting Date 


f - OW. WOOLWORTH's accounting date is to-be changed 
ef- «from December 31st to January : 


m Ufa 37 million. Mr E. L. G. Medcalf, in his final statement as 
^, éhairman,. describes the stock réduction as ‘gratifying’, par- 


- ticularly since in his report a year ago he had commented that 


whe was convinced’ stocks were too high in relation-to sales. 


x 7 The few Swindon distribution centre, with over . 500,000: 


square feet of “storage space, has added to the company's 
stockholding but the trend, of stocks is in the right. direction. 
z The Swindon Centre was opened last July and is considered 
‘one of the most modern, and: ‘sophisticated ‘in. Europe’.: In- 


t. 
—* 


Certain functions until after the'introduction of VAT. 
ve «With the better stock situátion there has been a marked 


"improvement - from £13:66 million to £28-27. million — in. 
cash balances. Postponed payment of the interim dividend 


helped, but the chairman states that ‘higher sales and better 
control of stock and finance have brought about this position’. 


reorganization and. redevelopment in recent years. Between 


a 2 and 197o pre-tax profits. fell from £3924 million to 
|" f44:56 millior but in the past two years have recovered to reach. 
;, a new peak of £40-63 million, albeit that between 1965 and: 


ELLE 


1972 sales have put on nearly [108 million at- £378 ‘4 million. 

Commenting on the situation, Mr Medcalf said,’ tI have néver 
forecast the length of time it would take us to change. the course 
"of! our company but-those outsidé and less well-informed have 
‘vat times set. targets for us, without, the full knowledge of. what 
` was involved, I feel that the profit in 1972 18 a move forward and 
^ one on which future progress can be built.’ oe . 


Pergamon Press makes Progress "og 


P 


OUR of the five targets set by the Stock ‘Exchange for | 


Pergamon Press to reach have been achieved, claims Sir 
^ Walter Coutts, Pergamon's chairman. Preliminary accounts 


, Showing profits of. £309,000 against a forecast of £225,000 
.have been produced, within four months of the end of the | 


Sod `, financial year, and- of the four qualifications i in the auditors' 


A EEDOEG three have been removed. . 


a 


«International, the American. ‘company owned: by the Maxwell 


family, and yet to draw up accounts. p Walter plans to discuss. 


- H 4 t 


rst —the traditional : 
A E a date in the retail trade. A feature of- the: 1972 
zie {accounts is a reduction from. £54°57-million to {51-02 million , 

fs "in stocks déspite'a.rise it turnover from £434:25 million to 


x peus the planned level of activity is taking longer td reach . 
d than anticipated but; this is partly due' tóa decision to defer 


- Woolworths have been through the mill, of, intense internal | 


; Thè remaining qualification concerns ‘Maxwell Scient. 
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with the Stock Exchange the queen of the restoration of the 
Pergamon Press share quotation and hopes to be able to ld 
. to 3 areholders at the annual meeting on March 30th. =: | 
In the main, the shareholders are thé American Ledsco 
organization, Mr Robert Maxwell, and; those — mainly institü- ` 
tional — share eholders locked in when the quotation was with- ` 
drawn. Restoration of the quotation, it is generally accepted, will. 
e-over bid for the company, with Mr . Maxwell 
co considered the more likely bidder. BC 
ile there is:the matter of the DTI report to be con- 
| that, ‘Sir me feels, need not oe the ae 


for re-quóta tion. 
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Pricerite' s Problems, h BEES at 


|RICERITE, the supermarket group; is without doubt an 

accident-prone company and the latest in the series is that 
draft . accounts for 1972 have ‘thrown up very~ substantial 
differences between the internal management accounts and thè ; 
’ figures which are in the course of audit’. The situation was | 
announced along with a request to the Stock Exchange for a 
suspension of the share quotation. — . i 

. By the end of March the auditors, Hogg Bullimore Gundry, 
are expectbd to complete their audit but in the meantime Peat 
Marwick Mitchell and merchant bankers; Singer and Friedlander, 

are having: M independent. look at the position. The Pricerite 
share price had fallen 26p in two days au before the | 
request for ‘suspension. 

Pricerite have tried hard to overcome: past accidents and 
seemed to: be getting just a little polish on the image. But it is 
typical of: Pricerite that having made the announcement con- | 
cerning the substantial differences there was an: interval of 
24 hours before the chairman, Mr Geoffrey Kaye; stated, 'the 
company's finances are sound and. all commitments will con- . 
tinue to` be met as before. Our turnover is currently at a weekly | 
rate of overi £950,000, and we propose to continue our expansion | 
pro as plannéd'. | : / 

The steepness of'the share price fall bdo the. original 
announcement and the interval between the announcement and . I 
the chairman’s reassuring statement are matters that are noticed 
even more than ‘substantial differences’ on n such occasions. ` 
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Léss current liabilities and provisions - 
^ Ordinary shareholders" Interests 


2500 -Issuad preference stock of BOC ` 
Minority shareholders'-interests 


Issued ordinary shares of BOC ` 


Share prsmium 
Reserves . + 


'Signed on behalf of the 


Short term loans 
6846 , Deferred taxation 


:139 845 
€——Á a: 
i 


Current astcts 


Financed by: 


38977 Long term loans 


f 214 .Associnted com 


70389 . Subsidiary companies . 
41:086 
177 611 

37766 

:139 845 
50 282 
7 270 
12 317 
72 369 
21 653 

















` 


™ 
fee RE SE 
n EE. 


Parent. >- 


TE 
5.5 


S 
E 


n 























BALANCE SHEETS 30th SEPTEMBER 1972 
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, Monotype and Inflation : 


NFLATION accounting applied to, The Maine. Cor- 

poration would be rather a distressing exercise. In 1965; 
. Monotype’ 8 external sales were £6, 049,000, with pre-tax profits 
: at £985, oób. By 1972, sales after having: ‘been just about main- 
tained in 1966 and 1967, had grown reasonably. to 48,945,000, 
but profits. ad slid by stages to £588,000. .. 

Betweeh| 1965 and 1972,- total net assets employed increased 
from £5,745,000 to £6,488,000. Earnings per share over the | 
, E felll from 16-2p to 7:2p with no change in-the rate of | 
' dividend hwhich has been 7p a share for ten years, so that 
shareholders know ‘only too precisely how inflation has affected 
. their income position. ` , 

"The company, however, has become a 'situation' with 
Grendon [Trust intending to make a bid underwritten at 230p' 
for the 3 r million {1 shares, of which Grendon commands 
d ooo with an option on a further 485,000. | 
d to the bid and to. inflation accounting, there are |. 

two Mich rd: in ‘the directors’ report of some considerable ; . 

significance, One reports the sale of the freehold interest in 

Monotype House, ‘Fetter Lane, off Fleet Street, on terms which 

show. á market value £38 million: in: excess of the balance sheet 

value. The other mentions land at Salfords, Redhill the com- 
pany's-he dquarters, surplus to requirements. ‘In view of the 
recent rise in land values’ the directors ‘have put in hand a further 
profes tudy, y which will embrace its i oa potential’. 
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- Draft Memorandum ‘end Articles: Within three days of the Budget, this annual publication 
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Company Seals and Books "^" ` Er x: : -. and easily understandable form, All tax changes are.classi- 
 Notepaper, Bills, etc.; printed’ 


. fied under appropriate headings and there are tables which ^ 
` enable-users to calculate the tax payable on any particular. 
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certain details régarding their operation... + 
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^Moo ob. ides details on: jobs, prospects and 
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Specialized Tuition for the 


Examinations ofthe 
institute of Chartered 
Accountants 





"At the examinations leading to the qualification of Chartered Accountants, Metro- 


pou College students have gained over 


11,000 SUCCESSES AND 350 HONOURS ` 


i aaa 'ncluding fifty-six first places, thirty-elght accond places, sixty-six third - fourth 


zs : Of business administration and organization. respec- 
, tively. When applying for particulars of the College's 


.7.' ‘London EC4N. 4SX. Telephone 01-248 6874. After Office hours (5 p.m. 
: Monday to Friday) telephone messages are reci led electronically. — 





ELI 


m improve the standard of accounting services and 


places, and numerous prizes, medals and scholarships. 
* The Metropolitan College offers you the benefit of, 


more than sixty years’ accumulated experience In ^ LINKED PRIVATE 

iub» Ln examination coaching " ful © STUDIES |, 

n uarantes of coaching until success ; 

7 X the ae te ri die iA notes, mostly in printed. u Eea Coe d 
o t-sized booklet '| poltan College now, 
IS . 4 JA dequete test M s rand tutorial criticism. a offer facilities -for 
* invaluable self-examination questions. — ' "| integrated oral and 
Socr o Official publications of the Institute, appropriate ., correspondence. tuition. 
dx to the Intermediate and Final examinations. ‘| One week *PEP' Courses 
^w JOINT DIPLOMA IN MANAGEMENT — to assist students in 
4427 + | ACCOUNTING SERVICES - > qaras of. weakness, 
CERTIFICATE IN MANAGEMENT | ‘Punch courses —. for 
INFORMATION. > , ,| intensivo concentration 

` The ‘above-mentioned examinations are open to on particular subjects. 


For details: of these, and 
members of the Institute and have been instituted to other linked courses 


to encourage study in the increasingly important field Coles s Albans 





* expert postal courses, please specify the examination in which interested. . : 


D Write today for a free copy of this College ‘Accountancy’ Prospectus to the 


Metropolitan College, St Albans (A1), or CALL at 30 Queen Victoria Street, 





4 





Met ropolit an C ollege- in 


nl Founded 1910 — 
_ ` Member of the Assoctation of British tnra. Colléges. ST: ALBAN S 
~ Accredited by the Council for the Accreditation af Correspondence hs 





Valuations Los. 

. for balance sheet- 

|" y purposes, — 

| mortgage probate E 
.insurance,. investment "ae 
‘sales, lettings and | 
management .. 

of commercial and. | 

industrial properties 


4 Hillier Parker: : 


- May & Rowden - 


A 


| T Grosvenor St, London WI, 
` 01-629 7666 | 


also at Edinburgh, Sydney 
and Melbourne | 
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young people 
everywhere. 


‘In a world of shifting values some things are wore 
preserving. i AE 

' The 'Y's' tradition of service to- the young, for example. 

- The YWCA houses 6,500 girls; young women — and young 


"then. New building will. provide ánother 300 places. But 


there are thousands more than this needing a decent place | 
in which to live. . 

YWCA Clubs offer the young EET priced. = and 
enjoyable — ‘accommodation, and a place to gó to find new: 
interests. For young girls, our Further Education Courses 


help during the first difficult-years at work. But above all, 
the YWCA gives the young a'chance to serve others.- - 


Our field workers are active in new. communities, in — 


»delapidated areas, amongst young people everywhere. Last 


. year. we helped over 13,000 young bewildered travellers `, 
arriving at Londón railway stations. 


Please give, ‘and please give today, to help carry on l 
and i increase our vital social wórk. "m 


. YWCA of Great biai 


National Offices, 'Hampden House, 2 Weymouth Street ` 


London WIN 4AX. Telephone 01 —636 9722 


For nearly 100 years we 
have published books for 
, the accountancy profession; 
especially textbooks for. 
students. | 


THE LARGEST SELECTION. or 
ACCOUNTANCY AND 


- MANAGEMEN E. 
PUBLI CATI ONS. 


Distributors for pitia of - 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
RES THE ASSOCIATION e CERTIFIED ACCOUNTANTS . - 


~ 


THE CITY. LIBRARY - 
GEE & CO (PUBLISHERS) LIMITED: 
Ist STRAND, LONDON. WCIR 1 a 
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FTER a; sharp. stocks be ote icon. “thoi 
"usually lead to the view that the shake-out went too fari." 
jowever, the view is that the’ shake-out did not. 
far enough. Possibly it went far- enough on the, 
original dati .of Phase T'wo proposals, but the further data of 
‘currency up TER and anti-Phase Two strike action have not 
the extent of the Suy set- back but have instigated a, 

further fall 3 
. Strike a over a wide range of industry and a determines: 
tion. of the trade unions presumably to force the issue to the al 
point of holding the economy, let alone the: Government; to' 
ransom is not the stuff of investment confidence. — 

The paucity of stock-market turnover shows that the in-- 





stitutions are now out of the equity market. Institutions are zr 


rarely big-scale sellers of equities,, their investment option is to, 


. "buy or not itp buy. 


. Currently) they are z not buying and it is difficult at this Bas 


- of the pro ngs to-see:a return'to a combination of factors- 
calculated to bring. these big-scale share buyers back. Current’. 
attractive tates for money hardly suggest that the. risk in. 


equities'is worth taking.. There does not seem a lot to be gained. 
from buyirig equities on low yields ‘and witk prospect of capital. 


depreciation when money can be placed without rapid loss at ^. 


an n extremely attractive rate of interest. - e v a i r 
tut uae à EE. oe aes a-—. 
MURRENT interest rates are certainly attractive -to Br 
p witli capital at their disposal, but it is becoming increasingly 
‘dificult toj judge the' central policy behind present interest rate 
levels. Thé e is much official. insistence that the economy will. 
be ' grown] but of inflation provided the rise. in incomes is. kept `. 
hase Two bounds, but when bank base rates will reach 
double figutes on their next rise there is room to a whether 
ao, ki jns to Bartow mn the banks. . 


Hi 
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| Lu d.i FH Ieee TID 
Bank of Baglind Minimum Lending Rate — Feb. 16h, ns Si E 
| b QA. f - Treasury Bills | FX i ae 
Dec. | pesto Jani:9 — .. — .. £B8'195095- 
Dec. 4356 Jan. 26 J..- £812 896 
Dec. SES 308865. Feb. 2- £8:1089% - 
jan. 5. Mc . £827879 . Feb. 9 m S £8:0902 96$ 
Jan. . £825869 .Feb.16 , .-- a 073970. 
p ous n 
7 E He E Ot oe ES 
^ Money Rates. = , 5 5 7 200,77 
Day to day .. 84- 82% ` Bank Büls | " cak c7 X 
i 7 days. l .. 8i1- 84%, .' . a months ^ ..:. 9 -109 
l eos = 4months `.. ‘9 -1096$. 
es 0700 —II 96 '  4months^ c.. 9 93% - 
1g 1HÓ6 . 6months =... 79 04% 
vfus of -114% p ES 2 a TET iati 
i a Three Month? Rates ~~ eel E 
Local authority deposits. — .. + l10kb-10f 
‘Local authority bonda. ~ .. , ;:- Beg 
Sterling deposit: certificates .. e (TORR 
iIEuro-sterling deposits | - ...,, 114-1ii 
$ |Euro-dollar. deposits T ee PES 
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The iudi ofi interest rates is getting. to the point where ‘bane 
money is costing about as much as even efficient companies can 
expect, to earn'on capital employed, taking soaring wage costs ' 
arid cramped" margins into account. "hat is hardly calculated 
to ihspire capital investment confidence., Further than ‘that, 
the present level of interest’ rates may ` "well reduce consumer . 


n ie 
a , i " 
alas ad^ 


demand. Does the Government want that? - m 


5 o‘ * 4 ve 
hi ^ E 1 1 
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qs there a Saceilet between i interest rate and currency conditions. - 
where one strücture is trying to do too many things? Old-style 


"Bank rate was always described. as ‘a blunt weapon’, ‘but its 


present : substitute. i is not exactly the keenest of rapiers. Rising 
interest rates are universally applied, whereas a two-tier interest - 
rate structure could be used'for consumer and capital purposes 
just as.two-tier currencies can be used for commercial and . 
purposes. 'Two-tier. currencies are increasingly 
finding theoretical and indeed practical favour as a-means of 


shielding commerce and economies from. the effect of specula- . | 


tive currency PERNE 
P d (5 1 ; x Mae + *ü i : A y 
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"uber Panel is zuled -that 3.30. p.m. means 4.30 
p. m. and not seven o'clock in thé evening. Following the : 


^ Babcock & Wilcox case, where the company's bid for Woodall - 
. Duckham was announced as unconditional more.than three -. `. 
"hours after the closure. of the bid by reason of.an agreement :. 

' entered into before 3.30 to-buy crucial shares above the bid level, . 
.the Panel has ruled that an announcement in future lias to be 
‘made before expiry time. It was interesting to see that one.of the ' 


first bids:to be made after the ruling. had a 5 p.m. unconditional : 


‘deadline. That at least gives the bidders time to`get the situation .. 


correct at the. end or te Pans 8 stock-market ee 


jenem 20th, 1973 ; 


- 
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RATES AND. PRICES D DS ME i 


' Finance House Base Rate - Febnisty ret, 1973- PA 
‘Retail Price Index (16. I. 6a 100) 170 3, 16.1 73 (from 170 2) 


‘Tax Reserve Certificates (3.1.72) Personal AC MES 
Co certificates no sas sh on seo 


New York Fes 2/4383 T 2350 
! Montreal, .: >. 24169 Milan ~ ' e 
Amsterdam 7:2425 Oslo .., E 7950 
Brussels, 4 99:'6100 , Paris 11*3800 

' :Cópenbagen.. 15°4950 Zürich ; 8160. 

a re de us j Gilt-edged aa ; 

_ Consols 4% 40} Treasury 9 vp .. 95i 
Consols NOD aw 285 Treasury | do -86 .. ` 944 
Conversion 34% .. . =. .36 P aent 84% 87-90 `. -90 
"Conversion 5196 1974 es | Treasury 64% 1976 .- 93b | 
Funding 34% 99-04 — .. 43. Treasury 34% 77-80 .. 775 : 
, Funding 5196 78-80: 83b . ‘Treasury 34% 79-81... 74 
(EUH 5 o 82-84. Bob- Treasury 5% 86-89 . en 

Funding 5196.87-91; ... 72 Treasury 5$%,08-12 .. 5 i 
CEN Gi dre Com. Vit 45 ul 0l 98 
o 95-97 IctOry 47 ++ 4 9 j 
got War N 34% E d 364, 
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Am uL. QM pu "ACCOUNTANT T ge. E E 22nd, 1973, 
aian zi id tò take into €T the inestable environ- . 
mental ànd philosophical differences among countries, to say 
" nothing of national pride. ‘Furthermore, as decisions on account-- 
ing principles grow more politically and economically sensitive. 
in developing and developed societiés, the ability of the pro- 
fession alone to shape thé course of its own destiny. begins-to 
'attenuate'. He has a sharp word also for the UK profession's 8 
. failure. to solve its organizational difficulties: 
Tf the co-operative arrangement on such a sensitive subject 7 
' as accounting standards continues to function smoothly, it may ` 
lay the foundation for a renewed, and even broader, scheme for. 
integration of the accounting profession. "Tó an Outsider who 
might be forgiven for not fully understanding British traditions, 
it seems to be an unnecessary drain on economic and human 
resources for three professional bodies [the English and Scottish 





- “Forging Accounting Principles i in Five | 
"Countries: (The Arthur endorses Lectures; x 


! ` 1971) Institutes and the Association] all concerned with the standards 
P ) E - 7X V of public practice inthe whole of Great Britain, to ay, on 
“by Professor STEPHEN A. Zier. n - independent technical and research ‘programs.’ 
5 T t Stipes Publishing Co, Champaign, Tilinois. $3. , A ; .It was our pleasure, in common with several other organiza- | 
7 ^ - The place of research within the accounting profession i is P tions, to welcome Professor Zeff to our office during the period ' " 
: 0.7 far from established — leaving room for such jibes as that of his research and to extend to him the resources of our files.. 


' accountants ‘are very busy, without knowing just what they are 
Ed , while accounting .'heory' is colloquially defined as 
. ‘A statement‘ rejected as false, mislea or. irrelevant’. Mean- 
while, the N àccountancy id ne all five: countries” . Social Sacin. Another British 1 Failure? 
= studied by iine eig gland, Scotland, reed the by SIR Joun WALLEY, KBE, C.B» l 
n us USA and Canada — have been slow to tecognize the necessary 3 i : d 
researchlink between academics and ee the academic Charles Knight, fe 5 o. LN 
‘+! decries the practitioner's ‘concept .of ‘research’, while the. Government currently spends nearly half of its revenues on 
ractitioner in-turn denies that academic research is ‘accounting’. - social, expenditure of one kind and another; and this sector of . 
^C American prófession, i in particular, has been derided: this expenditure is growing faster than.the national i income: Never- 
"year by.another writer for devoting less than. one-quarter of theless, it is doubtful whether the’ recipients of social. security: 
I per cent. of its gross income to accounting research. . benefit "of any kind are satisfied, from pensioners to the disabled. 
~ Professor Zeff’s work is a scholarly and detailed comparison’ „Sir John Walley, a former senior Civil-Servant in the May 
of the development of accounting principles, against the back- - of Social Security, reviews critically the evolution of the Mrd 
" ground of each of the five countries’ professional organization State, and more especially its development since the end of the: 
..and economic development. If one may venture an initially last war» He finds little to satisfy the criticn his review of - 
.; querulous ,note, it is the seemingly disproportionate allocation: e aeo -— ie e with anomalies and. still 
‘of 159 text pages to the-USA, compared with a total of 146 for 
the de ded countries Sod This . doubtless ee Inevitably, ‘given the detail in this book, it almost — 
. ^. America's economic pre-eminence and Professor Zeff's greater. will be readmore by thóserwho have an interest or are. directly - 
= familiarity with his own homeland (he is Professor of Accounting involved in the social welfare field. However, the lay reader who 
"/.* at Tulane University, New Orleans), rather than any reflection is prepared to make the effort will find o a lot to ponder on, 
-of the value.of each country’s contribution'to'the whole; such : even if he. does riot accept all Sir John's ideas for reform. - 
“an‘imputation, we are sure; was not intended by the ledrned Politics, of course, is the art of tlie possible and Britain's present’ 
author, and- would be ‘fiercely contested elsewhere. social security structure (system i is too flattering a term) is the 
"The reasons given for the choice of the five countries auryeyed Product of the p olitical scene. Like it, the present uu a C 
"are illuminating. Canada, England and the-USA éach had more Structure leaves a great deal to be desired. 
than 20 years’ experience with pronouncements on accounting NISL "UNE o 
"; principles, and were thus obvious choices. Scotland, the scene German- English. aloy of Financial and. 
“of delivery of these lectüres in Edinburgh, aroused Professor Economic Terms RF CY 
- Zeff'& interest by its traditional reluctance (prior tO its. par- — Grup edition: by C.'A.'GuNSTON. . — is 


', .ticipation in the work of the Accounting Standards Steering : 
. "Committee) to' follow the. policy of i issuing recommendations Fritz Knapp:Verlag, Frankfurt am Main, Patria Translations 
Ltd, . West Bexington, Dorchester, Dorset. £10 post free. .::- 


- initiated by the English Institute. The inclusion. of: Mexico, 
Changes ih: company .law ‘and “practice and, above all, tech- . 


- where in 1969 the author was a visiting professor at Monterrey. 
- Technical Institute, ‘affords an opportunity of contrasting the, nological developments, have introduced many new térms and 
. expressions into the language of business, not least in Germany. ` 


E Mexican research’ programme, by a profession largely’ 
free from external influences, with older endeavours elsewhere. — This new edition of a well-known work is particularly: welcome 
in view of Great Britain's entry into the EEC, and will place . 


The extensive use which he has made ii this facility eus | 
fascinating reading. E : 


M 


Financial journalism .and analysis, which have had a marked: 


- impact upon the practice of the accountancy profession in the 
-UK and USA, are still in their infancy in Mexico. Further, both 
» Mexico and. Canada afford, in the author's view, examples of 
countries in which the early British example -has been largely 
Mule by American influénce. - . 
_, <y Against the background ‘of, Britain’s 8. entry to EEC, British 
:- “accountants will find added significance in Professor. Zéff’s ‘ 
'"- “view that ‘Any universal pas for the MR aca of dup 





many. people in the ,publisher’ 8 debt. It has been completely : 
revised and brought up to date by the inclusion of much new 
‘material and readers will have cause to'be grateful for the 
large-number of accountancy: terms included. The clear type 


. and lay-out are much to ‘be .commended, especially as skilful 


compression has prevented undue increase.in bulk. 
: The requirements of the new German Companies Act áre 
fully covered and the terins have been checked by a quads: 
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' taxation. 


. taxed profits and not 2 5 per cent as is implied in the table. 
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English. Mer working in Coran. in addition it deals ` | 


with such matters as building society practice, hire-purchase, - 
stock Ex terminology, and the complexities of. double. 


brief forewórds paying tribute to. ix usefülheas 
of this volume. E | 
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Overseas Company Tax Rates : 

SIR, — Inithe February 8th issue of your journal was a table of 
Overseas Company Tax Rates compiled by the Board of Inland 
Revenue , Foreign Intelligence Section. While we appreciate 
that no guarantee of accuracy is given regarding the rates 
quoted therein, it would be helpful, we think, to let you know 


the rate quoted for Guyana ‘in respect ‘of the additional. - 


tax payable by Hous esICeHt companies ‘on ba profits is 
incorrect. | 
The additional t tax 1s equivalent to the witihelding tax Puoi 
by Guyana. companies on dividends to members other than 
resident individuals and in the case of non-resident | companies — 
operatingla branch in Guyana: the branch is deemed to remit 
the whole of t the book profits after income and corporation tax 
to the extent that they are not reinvested in Guyana other than 
in the eene of fixed assets. 


The calculation of the additional tax on such profits M 


to-approximately 64 and 6 per cent of the distributable pre- 


VO. '' Yours faithfully, 
| | | PANNELL: FITZPATRICK & CO: 


Ewan Guyane. TE E k NEU ~ 


Nation al Savings Certificates Eom 


, 89m, - I rember in 1947, reading about' æ tax-saving scheme 


involving e purchase of National Savings Certificates and the 


sale of some of them at regular intervals, whereby i in effect some ` 
, capital was used as income and the capital was intact at the end 






a reduction in real value.. 


— apart fr 
ied to up-date this idea to the present it issue af certi- 


I have 


ficates buti do not’ come out with a very attractive return, as: 


follows: 
Invest 
Instead o leaving the whole £500 invested, encash {25 at 
intervals of twenty (£26:50); eight (£27 50); eight (£28-75) and 
eight mont 


ing £400 growing to the original investment of £ 500. 


This dóes not seem to produce any. better return than would — 


a corresponding investment in taxable incorne-yielding shares. 
Have I.gone wrong somewhere, or was it never a good idea? 


. Yours faithfully, 
l G. W. FRASER. | 


i 
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| he Governor of the Bank of England and three : 
successivé Presidents of the Deutsche Bundesbank have all . 


'contribute 


` , price increases are no larger than is justified by the tax change'. 


500; this would grow to Í625 after four years. = 
scale of charges in the Accountant’s Diary and Year Book was for 


(430725); giving ‘income ' of £113 with the remain- 
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REGENT PUBLICATIONS : a 


CONSOLIDATED BALANCE SHEET VALUES, -second editidn, by 
.- B. J: S.Wimble, c.a.(sa), F.8.4.A., 85 pp. 10 X 6 Juta, Cape Town. 

FLERCING OF THE "Lambs, b by Christopher Elias, 246 pp. 8&X 54. 
Pitman, £2°50. 


- ACCOUNTING-IN Em shy HC I Ba second edition: ni 
(c. 279 pp. oF X6. Butterworths, £360; paperback £220. 





one i A ? 


bidon Society Funds 


SIR, — In .the paragraph headed "Student Society Funds". 
(February. 8th issue), three fundamental misapprehensions are 
evident — to wit; that students' society subscriptions belong to, 
or are in any'way worthy of control by, principals; that ACASS. 
manifested any tendency towards union organization; and .- 
that the master and-servant concept, alone applies to the subject 
under discussion. 
. Firstly, ‘subsériptions are paid by. the’ principal for the 
‘student, and any benefit therefrom accrues to the latter. 
Secondly, the minutes of the March and September ACASS 
Councils reveal that an open mind is being preserved on the 
matter. I rather suspect the LDS of trying to blow their domestic 
problem with CASSL up into one of national proportions. 
Thirdly, it is sad that a member of the Institute Council, 
should be so misguided as to imagine that the relationship. 
: subsisting between the parties to articles is anything aier man 
i that of aoe and: ‘pupil. . 
Yours faithfully, ~ 
Bexhill, Sussex. G. F: PERCIVAL. 


VAT and Inflation 


Sm, — One of the really interesting points to emerge from the - 
publicity which VAT is achieving just now is the-admission by .-. 

Ministers that taxation does cause inflation. For example, Sir 
Geoffrey Howe was reported in your February 8th issue, ‘In 


‘Parliament’, as saying "The introduction of VAT cannot . 


increases of. more than 10 per Cent”, or again, "Thé : 
+ any 


justify i 


(Govern are taking special powers to ensure that . 


A 
» * 


-The bizarre corollary is that, if VAT is introduced at 1o 
per- cent on April 1st next, the Government will have to appear 
before its own Prices Commission to justify pare increases 


ze outside the norms it has laid down! 


Yours faithfully, 


| 7 Norhoiod, Middlesex. (^ — D. A. TRIGWELL. | 


Fees for Court Attendance ; TN T 


. Sm, — Some weeks ago I was called by the police to attend a 
| magistrates’ court as a witness. This meant leaving -home at 
9 a.m. and, after allowing an hour for lunch, the time at the’ 


court and travelling was seven hours. . 
When I claimed for loss, of income, the'response was that the 


professional services, whereas my attendance at court: was as-a 
citizen who witnessed an áccident. A fellow accountant tells 
me he was offered £1:50:for attendance in such circumstances. ` 
Are any of your readers able to give guidance what is appro- 
priate DL! This: would be helpful to others similarly 


i pues 


| EP Qu = Your faithfully, 
_Name and address supplied.. 


T 


~x 
` 


Ro. s 





„| ` Í OFFICE EFFICIENCY | 
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i HE introduction of VAT: on April rst 
é A will bring with it à number of altera- 
.'tions to sales documentation. 'l'he in- 

, "Voices. used' today by many. smaller 


' „commercial companies, and for that mat-. 


ter ‘professional practices, do not conform 
-' 7, to the requirements of the new tax. | 
ye To. overcomé'this situation Twinlock 


a v "nor last commercial forms printers to do 
"480, but they do have a fairly large share of 


E "the market for *one-writing' systems used-: 


+’ " by companies which nave not mechanized 
. . * their accounts. 
5 7.5 Their Payemaster one-writing wages 
y , and salaries system .is, for example, 
D: 2]suitable for use by professional practices 
| Fi as ,well,as commercial firms. 
. alterations to the sheets have been made 
| " to bring them into line with the 'net pay' 
;o ^. legislation in the 1972 Finance Act. This 
E "has been done without affecting the sheet 
+ sizes, 80 that present users do not have to 
renew their billing boards; > 
. "More directly concerned with VAT, 
` Twinlock have introduced the VAT 
Account Record Book. This has been 
designed to record inputs and outputs 
|, and to summarize the totals for the VAT 


i returns form. The book is divided into : 
sales 
credits, purchase credits and VAT sum-. 


sales, . purchases; 


~ inary. Users of ‘the book will only need 
: copy sales. and original purchase invoices 


m - five sections: 
| 
m audit. 
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. Twinlock have now brought their stationery 
and 'one-writing' systems in ne with VAT 
"ISquitemsnts. 


b* i "n x v. 
i v ` m . z : ‘ ' 
» “3 tw n . 
1 , D n iud = f j : 3 
1 , . j ; r d : li í DA. 
& ` 


- , have redesigned their forms and systems | 
fo bring them into line with VAT: 
a j regulations, They are neither -the first . 


. Minor 


«7. to. complete the documents necessary for: 


"the fastest operator. 


. Twinlock have also introduced the 
Triform 73 book-keeping system for sales 


and purchases for use where companies 


additional information on the, statement. 
A special VAT column is incorporated 


"regularly give discounts or need to.show .-- 


ip the form. Another feature of this sys- . 
tem is that it enables discounts allowed 
on the invoice to-be noted on the state- 
ment and ledger card. This, of course, 
helps to avoid disagreement arising. 


over discounts allowed on the, total 


balance. 

Continuous stationery for purchasing 
‘and invoicing used in the Scribe and 
Copyflow automatic registers has also 
been modified to bring it into line with 
the requirements, of VAT. These auto- 


matic registers are used by wholesalers, 


repair and service companies, as well as 


- by some kinds of retailers. -. 


e Ltd, Beckenham, Kent. 
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Gombinad l 
Calculator/Add- lister 


POINTING out that 80 per cent of office 


figure work is addition and subtraction, 
Addo -emphasize the ease’ with which . 


their new Addo-X gror printing elec- 


tronic calculator can be used as an add/lis- : 
ter. The keyboard is arranged with the 
10-key, international layout of the digit 
Keys flanked by. the ‘plus’ and ‘minus’ 


"keys and well separated. from the other 
function keys. This arrangement, they `- 


say, makes touch keying fast and simple 


mechanism is fast enough to keep up with 


1 


"The electronic calculator, 


sum involving multiplication or division ~ 
and then incorporate the answer in the 


- add /listing operation. 


This calculator has  cbyioudly been 


introduced with the requirements . of: 


VAT invoicing in mind, but would also 


appear to be handy as a general pürpose 


machine in the accounts office. 

"We understand that in some Contiene 
tal countries the tally roll from this type 
‘of calculator is accepted by.the.local VAT 
tax authorities as evidence ‘of the tax 


having been correctly. applied. Whether 


' ‘when . add/listing. And the printing 
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HM Customs: and Excise. will do' this 
during their ene audits is not yet. 
known. ` ` ‘ 

Addo Ltd; Addo House, 85 Great 
North Road, Hatfield, Herts. 


Cheque lini with. s 
Accumulator 

TWO new cheque disbursers have been 
added to the range available from Halsby 
& Co. Made by the Burroughs Company, 
these new machines have'the added ad- 


. vantage that they incorporate an adding. 


mechanism. Model T6859, price £495, 
protects the dmount entered, signs and 
dates the cheque and adds to provide a 
total of all the cheques passed through the 
machine. This total. is displayed in-a 


' window. and. once the total has been 


checked against the authorized amount 


.for payment the machine c can be zeroed. 


for re-use.  - 
The second model, 7805 59, price ioe E 
| protects. the cheque amount and has the 


same ability to total. The usual individual ' 


locks and keys are provided to poeot 
unauthorized usé. - - 


Halsby &: Co . Ltd, Protectograph 


House, 


102 Tollington Park, London 
N4 3RB. - 


, „Small Display Calculator 
with a-~; 
. separate calculating register, énables the 
. user to break off in the middle of adding a 
' column and calculate a percentage ~or a . 


in their Sharp range. Model 225 has 12 by 


I2 calculgting capacity and a 12-digit 


display, with zero suppression. Decimal 
point setting can be o; 2, 4 or 6. places 


. and adopts a floating mode during caan 


calculations. 

The machine: has the ability to: any 
out tax.and discount calculations showing 
'all three factors i in the working register, 
leaving the memory free to accumulate 
whichever factor is required for the grand: 
total. The machine costs £87. 


` Bosco ‘Ltd,- 8 White Hat Parade, 
es Sevenoaks, Kent, 
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A SMALL, mains-operated display cal- .. 
culator has been introduced by ‘Bosco : 


PES 


February 22nd, 1973 


Built-in Document Shredder 


A DOCUMENT shredder intended to be 
fitted into a desk top is now available 
from Z. Brierley Ltd. It can be fitted to 
existing desks once the necessary slot 
has been cut in the desk top. . 

The idea of the built-in shredder is to 
give executives the means of destroying 
confidential documents at sóurce in the 
privacy of their own offices. 


Z. Brierley Ltd, Llandudno gnus 
North Wales. 


Electrostatic Copier 
for Large Documents 


OYEZ EQUIPMENT have added a flatbed 
electrostatic copier capable of copying 
documents up to À3 size to their copier 
range. Known as the Oyez Copyer Fax 
1500, it is a sheet feed machine. The copy 
paper is held i in plug-in cassettes, two of 
which ar | provided. with the machine. 
One accepts À3 size, the other A4, 
foolscap or quarto. It would therefore 


appear to be a useful machine for any. 


office where it is necessary to copy over- 
size accounting documents in addition 
to the usual run of correspondence and 
other routine documents. À stand with 
paper stórage space is an optional extra. 


Oyez Equipment Ltd, Park Street, 
London SErr. 





SURE Copier Fax 1500. 


Linked Suspended Filing 
Carousels 


ROTARY filing is’ claimed to save up to 
70 per cent space and is particularly 
suitable for open plan areas or where 
clear wall space is limited. 

The latest rotary system introduced by 
Frank Wilson (Filing) Ltd is for A4 
documents. Unlike previous systems 
marketed by this company it is a linked 
pocket system, which uses the same. 
roundabouts and discs as the company's 
Railex Rotary. In the new system the A4 
size pockets are suspended horizontally 

i 5 


i 





THE. | 
. ACCOUNTANT 


259 





. Railex Rotalink filing system. 


and linked by press-stud fasteners. This 
provides greater storage capacity for a 
given height. Rapid access and replace- 
ment of files is aided by the fact that the 
pockets with their identification tabs 
remain in place when an individual file is 
removed. 

Four-, five- and six-tier roundabouts 
are available. By using spacers, pocket 
capacity can be either 1 in., 2 in. or 3 in. 
This in turn gives a capacity of 100, 50 or 
35 pockets per disc. For example, a four- 
tier roundabout will have a capacity of 
between 140 and 400 pockets, depending 
on the capacity of the pockets used. 


Frank Wilson (Filing) Ltd, Railex 
House, 13 City Road, London EC1. 


IMobile File Cabinets 


DESIGNED by Westra and named Varifile, 
a range of filing trolleys for trays and/or 
suspended filing has been introduced by 
the Western Trading Co (London) Ltd. 
The trolley 1s designed so that a number 
of different combinations of plastic filing 


trays and suspended filing can be fitted: 


into the framework. A shelf is also pro- 
vided which fits into the base or top to 
provide a shelf or working top. 

A4, foolscap, quarto and most makes of 
lateral filing can be accommodated. Single 
and double units are available. For 
example, in a single unit it is possible to 
have 25 suspended files: in the top and 
four plastic trays or a shelf beneath, 
or eight plastic trays and a work top. 

Finished in black with white tops, or 
shelves with grey trays, the trolleys are 
fitted with castors. Costs are from about 
£12 to £19 exclusive of files. 


The Western Trading Co (London) 
Ltd, The Green, Southall, Middlesex. 
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Simple Spirit Duplicator 

FOR duplicating documents up to foolscap 
size, Ofrex Machines have produced the 
350 spirit duplicator which sells at {141 
for the electric model and {108 for the 
hand version. 

Automatic paper feed, fluid pump anda 
self-aligning feed roller make operation 
easy. The machine will handle paper 
weights from flimsy to card in sizes from 
34 by 7 in., up to 82 by 14 in., while speed 
of operation is up to 7o copies per minute. 

Spirit is the cheapest duplicating 
process for short-run work and is par- 
ticularly suitable where under 100 copies 
are needed. With modern materials it is 
not difficult to avoid the ‘purple mess’ and 
in fact the copies can be a number of 
colours, including black. 


Ofrex Group, Ofrex House, Sepher 
Street, London W1AÀ 1EA. 
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‘STUDENT ROUNDABOUT 


Examiners Examined 


J. M. SULLY, B.A.(Econ.), A.C.A., 


THE 
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i i 
of Leeds Polytechnic, offers a critical 


view of the Papers set in the November 1972 Final examination x the Ergun 


Institute. 


t 


N some respects, the latest Final 
{examination papers (Parts I and II) of 
' The Institute of Chartered Accountants 
in England.and Wales were disappointing. 


_ "There seemed to me to be too much 


` attention to memory, in some papers, 


and an attempt to catch the student out | 


rather than seeing whether he was able 
` to think about modern problems. . 

As usual with accounting papers, there 
was no choice of questions. Why is it that 
there is generally no choice of questions 
. Im accounting papers? Should a student ` 
bé expected to cover the whole syllabus 
in his revision to cater for every obscure 
question which might be set? The -: 
Advanced Accounting I paper seems to 
have been particularly-poor. For 6 marks 


. " the student had to show, how some 


investments and accrued income would 
appear in the balance sheet at December 
31st, 1971, of the Wideopen Building 
..Society, in the form required by the 
Building Societies Act 1962 — a very 
obscure question which would present 
problems to most students. 


Currency calculations 


. The second' question was a joint ven- 


ture, and the reader might think that that 
was an easy question — but one party was 


in the country of Eafa whose currency was, . 


piastres and the other was in the country 
‘ of Fedsta where the currency was in 


- dollars, the rate of exchange between the. 


two countries fluctuated, leaving -the 
student with an enormous number of 
calculations, between the different cur- 
rencies. 'lhis question was worth 3o 
marks, but one may ask what was intended 
to be gained by it. The other questions 


-on this paper were reasonable: a presenta- 


tion of accounts question, and the normal 
executorship questions. 

If this paper is compared with ‘the 
accounting paper set in Part IV of The 


; Association of Certified Accountants’ 


. professional examination, it would not 
seem to be of the same standard. The 
Association’s Part IV includes questions 
on the accounts paper on such matters as- 
_ accounting standards, and also asks. 


^ 


the student to interpret the accounts he- 


has produced. 

The Institute's Advanced Accounting 
“II paper seemed to be a better paper. 
There was a good question on a monthly 
cash budget; a question on why the 
iStock Exchange quotations of two com- 
panies should be different, with the bal- 


ance sheets and profit and loss accounts ^ 


of both given; and a 28-mark question on 
producing a consolidated profit and loss 
account, and bringing into account the 


‘results of associated companies in line 


"with the statement of standard accounting 
practice (SSAP 1). There was then a 
question about an underwriter's accounts 
(which seemed to be rather obscure) and 
the final question was a reasonable one 


about the redemption of preference shares. ` 


Law papers 


The law papers in Final Part I were e quite 
different. There was one quéstion where 
two cases were given, and the student 
was asked to give reasons for the different 
decisions taken. This paper had a wel- 
come choice of questions, but still in- 
cluded too many which seemed to require 
memory; for example, ‘In what circum- 
stances is it essential that a bill of ex- 
change be presented for acceptance?’ 

The company law paper had no choice 
of questions and several times relied on 
pure memory; for instance, ‘Identify and 
explain three specific circumstances en- 


. accountant. pre-service students 


"  — February 22nd, I973- 


" visaged by the Companies Act 1948 for a 
. reduction of capital’. As a result of entry 
' into the Common Market, there are some 
chànges in company law, and there might ` 


have been a quéstion on the implications 


_ for company law of going into Europe — 
-= which is going to be one area of difficulty. 


for the practitioner. There was a question 


on the objects clause ofa limited company, , 


application of this clause as.a result of 


' our entry into the EEC. 


I am still surprised that, in the com- 
pany law paper, students are riot allowed 
to take copies of the Companies” Acts 
with them. The- present examination, it 
appears to me, does not equip the 
accountant to deal adequately with 
company law of the future. 


Statistical question 


The Advanced Accounting III paper 
struck me as quite reasonable. It included 
an interesting statistical question (similar 
to ones that I have set to chartered 
which 
asked the student to calculate an 
index number for a firm based -on its 
stock-holding in 1962 and 1971, and to 
use that index to calculate the percentage 


, change in real terms of the sales from 


1962 to 1971. 
This was interesting in view of the latest 


-even though there are changes in the | 


exposure draft on accounting for inflation ` 


. [ED8, The Accountant, January 18th] 


which recommends that a general index 
— the consumer price index — should be 
used to adjust accounts rather than a 
specific index as suggested in the question. 


Exceptional itom 


The auditing paper had a gueto ona. 


painting which was bought for {10 and 


was found to be an ‘old master! valued at 


£150,000; this obviously expected the ' 


student to have a knowledge of the 
exposure draft on extraordinary items and 


prior year adjustments, and also featured - 


in Mr P. G: Corbett's paper to the Insti- ' 


tute’s 1970 Summer Course on ‘What is 


Meeting sought by London CASS | 


Tus Executive Committee of the London 


CASS decided: at a meeting held ón-. 
. February 13th to seek an urgént meeting 


with the Committee of the London and. 
District Society of Chartered Account- 
ants. They wish to discuss the implica- 
tions for the London CASS and its 
members contained in the conclusions 
and recommendations of the Report of the 
Forward Planning Working Party of the 
LDS (The Accountant, February 8th). 

, The committee expressed disquiet at 


certain aspects of.the report-and. resolved... 
to nominate-a delegation to discuss the 


matter with the LDS. 
‘Roundabout’ understands that among 
those aspects of the report which are 


' causing concern to the'students' society 


are the likely loss of independence in 


financial matters and in organizing 


education courses, and the fear that the 


society may become merely a research . 


body for a national student organization 
such as ACASS. 
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. February 22nd, 1973 - 
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iimbless 


18 /000  límbless Ex-Service men depend on the British 
‘Limbless Ex-Service Men's Assoclation. 
BLESMA Is not alded by the State. But we urgently need 
money, to help these veterans conquer thelr handicap. 
And to equip and maintain homes In which they convalesce 
and are given care and comfort in their old age. 

This is where you can help. A word from you to your 
client! Igne glve hope and Ai nsa to those who 
bi $d much for their LA A legacy would mean a 
ot to' them. 

Donations and information: 
Major the Earl of Ancaster, K.C.V.O., T. D., Midland 
Bank Limited, 60 West Smithfield, London EC1A ` 


9D X. | 
| BRITISH LIMBLESS 
EX-SERVICE MEN'S ASSOCIATION | 
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At Hamish Francis we bring many 
years of practical farming and business 
experience to our specialised field.. 

. „Our service includes appraisals of 
existing or proposed farm businesses, 
regular supervision, husbandry 


advice and staff selection. Write for 
our brochure, ° 


HAMISH FRANCIS 
& PARTNERS LTD. 


48 St. Andrews Rd., Henley-on-Thames, 
Oxon. TN "— 4859. 





(A FO OL'PROOF SYSTEM TO REMOVE 
. THE'BOILING OIL'ASPECT OF VAT. 


| 


, Once you have seen how simple this system is to operate, you ' 


will have: no hesitation in recommending that your cliebt, or your 
firm, should adopt it. With VATEASE nothing is left to chance, yet 
everything i is easily recorded and easily checked. 

' Accounting practices will almost certainly be overwhelmed by 
the problems which VAT will create for their clients. Thousands of 
small businesses will simply close down (as has happened in Europe). 

i under; the mental fatigue and physical pressure of handling VAT. 
VATEASE was designed by an accountant who foresaw the anguish 
for both his clients and his staff,,and the severe problems for his 
practer which YAT would bring. 

e VATEASE system has been perfected and is now being 
l market for the benefit of all accountants and smalier businesses, the 


VATEASE FOR SPECIAL NEEDS 
Retallers (Standard). For outlets 
dealing in Standard Rated or Zero 
Rated goods, VATEASE caters also 
for Services and Own Hire Purchase 
complicatioris. 

Retailers (Special Shed 2. 
VATEASE incorporates the 
adjustment required for goods for 
own consumption and other 
transactions, as well as the special 
output tax calculation., 

Retailers (Partly Exempt). Sub Post 
Offices for example, may be run 
with other business dealing in 


| All Accountants must obtain details ofVATEASE l 


Standard Rated anda VATEASE 


- caters for these situations, as a part, 


of the previous two schemes. 
Publicans.Standard Rated bar sales 
and coin/op machines, exempt slot 


machines, etc., all easily dealt with 


by VATEASE. 
Farmers.Zero Rated farming outputs, 
with Standard Rated services, and — ' 


‘perhaps Exempt land lettings, 


claiming input tax on machinery 
purchase where outputs are Jess than 
£5,000. VATEASE takes all these 
into.account. i 


cost of [he system is little more than the cost of the stationery involved. 
| m ee eae | 








-Constoke Ltd., Jackson Street, Burslem, Stoke-on-Trent. l 
PA PE tom | Send specimens of VATEASE Retailers (Standard) | 
e ME Em! LAN Ok OR for the following items Retailers (Special Scheme 2) 
E = TON fi D eta P (delete as required). Publicans / Farmers. -Í 
; | Specimens at special price of 70p per copy until 28th February 1973. i 
1 I enclose cheque value p CT tO COVEE. items: | 
. Í Name - | 
I Practice - I 
1 x 
I Address s l 
I i Telephone I 
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_ information fór their. decisions on ‘manufacturing policy and. operation. 
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‘Consultant, ‘lin’ | manager. and, 
s . United ` States. He. has” seen the- practice of industrial accou 


another: if a: business i is to prosper. 
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IT MM book. brings out more clearly what industrial 
has. to ‘offer than. Frank’ De 


PM 


accou intancy 


He: is an. engineer who. has; béen `. 


2t 


chief. executive, both: 
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we 
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"here. and. in. the ` 


Mr 


The works. manager. and the accountant must perforce: understand. one. s 


ntancy at - 


vm 


- first: Hand. „The result i is an authentic study of working capital require- 
< ments, profitability, ratio analysis, planning, budgétary 


variance analysis; marginal costing. and product: evaluation, 
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“seen from the manufacturing. head’ S chair: The Works ` manager who ~ 


, reads: tlie book must inevi ifably. know. ‘more about accounting: ‘services: 
: available to himi 


-St iudents preparing’ for: Council of. Engineering Institutions, Institution 
of Works Managers. and Institute of Cost and Management Accoürit- | | 


p will also leàm much. from thése 
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: President, | 
A panel of, experts ares Mr R. G. 


s Hall, Mr N 


. and-Robe 
of the Assoc iation.. 


` résumé of : 
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profit? There = was à with it ‘question . 
on the ‘duties of an. auditor with ‘a local 
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reacting” to” 


obviously’ ‘a point’ to “be: made about ;: 


up-and-coming pop group; it seemed to | 


on. sale-or 
on sale or ae altogether an interesting 
therwise_ the paper, with tlie 
on.on án Institute stateinent 
‘seemed reasonable: .': 

criticism of the tax papers, 







is that ther is no' choice. of questions. 


The con üding. general papér was very. 
interesting. "There was a'sensible choice. ° 
of questions and the student, in giving his. 
uld say how he might solve 


answers, 


' warrant a knowledge of the problems. of 
Pergamon Pe though instead of books. .' 
eturn the group had récords. - 


‘accounting -for. inflation — a question” 


about: how: ‘government may ‘reduce un- 
employment in the short-term andin the 
long-term: A’ question was asked: about - 


“prices.or incomes policy as.ari alternative 


to periodic. devaluation, in +a- ‘period of: 
inflation.’ There: was ^a ‘question’ on an’ 


inheritance. tax. and: a, question about: 


‘equity-linked life ‘assurance. There -was ~: 
EL ccounting III ‘and: auditing. . 


also-a..question about: what is meant. by 


. “cost’ for a trading undertaking. ^ 


various problems. which seem to- have ` 


ud gov rnments. Mn was'a quee 


y k i 
i 


‘In my. view, these. séncral- paper 
questions . -were "much. more - thoughtful 


‘than questions.set in other papers. “But . 
-I would like to see'an;open book exami- - 
nation,- and a Choice. ‘of questions . on 


ca. ZEE C Mu ce. 
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Staff artners' Meeting : 


e 





i Over 3o. partners, representing 
firms of, all sizes, recently attended à 
_ meeting. Liverpool to -discuss the 


City and 8 psu. area and the role 
in any developments. . ;.. 


~ Organiz, by the Liverpool Chartered ` 
Accountan Students’ Association, the ` 
meeting was chaired by the Association's 
Mr Gerry Maxwell, A.C.A.. 


Highcock, | L:B., F.C.A., Principal, ‘Law 
and Accountancy Department, Liverpool 
dag o Mr John Anderson, M.A., 
A.C.A, B er, Principal, Caer. Rhun 
Michael Lyon;, F.C.A., Chairman 
of the Associ tion’s education committee; 

M MacFarlane; B.A., Secretary 


. a 


i 


"e r 


M—^ 


-^ ` - E 


2 tion and Training i in » Liverpool - 


"that the Polytechnié duds run iiiad 


"courses, "based ‘on’. half-day’. per week . 
i release, attendance ' ‘at “which would be" 
future education of articled clerks: in the ‘ 


compulsory..for: students to -be- allowed 


_to attend the formil ten-yeek: revision 
x course. ; E 


Mr.’ Anderson - ud. vii [the 
concept of the half-day regular: release. 


-It. was. his.:opinion “that. a- concentrated -` 


week ` or . fortnight“ before - -commencing : 
.stüdiés, and/or half-way to: the- “exam, 
proved ,of more value; to the-;student.. : 


: 'This had the added advantage- of fitting 


“into the student’s and: his prada 8 iu 2d 


schedules more easily. 


- Findlly, ‘Robert Maale taol thè 


principals to task, for their lack of | 
"positive support. for the courses provided. 
.. The success of any system of education, 


“>” he declared; depended to a „great extent 


Educatid still a broblem 


Mr Lyon pened ‘the meeting with - a 
e Iristitute's proposed poli 

for education and training. It was not, : 
he said, the Institute's intention to make _ 
entry to: the. ‘profession ari allégraduaté ^ 
one in the; foreseeable future. What was 
some , positive,  . 


controversi , thinking and discussion or 
the -long-te problem, and a ‘solution: 


principals and students. " . ues 
The role f the Polytechnic and sorne.of 


ni ^on. their influence’ over: their articled 


‘clerks. He -saw':the future .éducational , 
"role -of- the Association-.as_ providing’ à 


more general basis. Liverpool: Students . 


- tended to' be weak. on general matters, à 


and even . 


fact which was. enidorsed ‘by Mr ics) * 


"Divided views: NS PE » 


Questions ånd- R from ihe floor. 
' showed that the principals were genuinely ` 


` that ha ‘the support of the majority of: interested in producing a. viable. scheme, . 
"acceptable" to. all parties. Opinion "was. 
split' over ` whether - regular rélease or .. 


the more difficult: problems with which : : occasional. full-time. courses were the best 


it had to: ntend was the theme of the 
next speakér, Mr Highcock. He sumi-" 
.marized the numerous. permutations: - 


that had been tried over the years. Most ` 
had. met. rith immediate. success, but 


' had prove short-lived. In line with the 


_methods.: The ‘meeting provided useful 
“information for: the? Polytechnic: and ‘the 
- Association, and :a" follow-up question- 
` naire’ has ‘now been sent out, The. results 
should, "without doubt, be of considerable. 
importance. to. the’ future . structure. of 


new: prop ala, Mr PUE suggested ^ E in IDE 
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~ ioNbON: STUDENTS" COURSE 
.AT;CAMBRIDGE. `. 

dus would question the benefits derived 


. from ‘residential courses held^ by the. 
‘London -CASS; and the: annual. Cam- 


bridge. icourse. which takes ' place - .at 


"Corpus Christi: and, Pembroke Colleges 


. from: ‘April 12th to. 14th, will be no 


; exception.’ 


"uterpretition of. company . accounts’ 
will be the theme, when those attending ` 


will have the’ ‘opportunity to acquire some 


practical knowledge on :interpreting‘com- 


| pany” accounts from the, point of, view 
of investors, management and lenders 


of funds. Sources.,of informiation and ` 
examples of. differing. accounting .bases 
wil “be considered, “as well as. ratio 
analysis from both the liquidity. and ` 


‘profitability standpoints — particular:em- 


phasis being given to the return on idi ^ 
. employed.. A -feature of the course: will 
be. a competitive. management exercise 
' using the university’s ‘computer. ' 

Thé lecturers will be Mr F.. E; 


Worsley, F.c.A., Mr J.’ W. B. Gibbs, - 


A;C.A.; and Mr. J. J. Hanley, A.c.a., 
all ‘of, the Financial Training Company 
.which. is organizing the. course. ‘The fee 


is £25, including transport to and: from - 
- ‘Cambridge, „and applications, 
$ with:remittance; must Teach the Secretary 


together | 


of “the Society ' at . 43’ London ‘Wall, 
London: EC2M dun no: later than- 
March 21gt. ] 
"Us VISIT FOR LONDON: 
uc E STUDENTS d x d 
RicHARD VINSON, 8:4, Chairman of the ‘ 
‘London CASS, ‘and: Peter ed alll 
Legh, a committee member of the Society . 


» 


and President of, ACASS, are to.visit the E 


University | of. Hartford,. Connecticut, for - 


. two- weeks’ and xd for the bri 


States on.Saturday. | 


` During. their visit ‘they will; done. 
other matters; investigate the American 
accounting scene and. advise their fellow 
students in the USA on how to set up.a 


“national student. body similarto ACASS. 


Peter Pennington. Legh, who has’ plenty ` 
of views on this, is, however, going: as a^ 
committee : member - cof thé ‘London 
Society and not as President of ACASS. 
The, visit is. being financed, by Price 


"Waterhouse, Peat Marwick Mitchell and 


bd Brothers. "às ^ d 


`] 


' MANCHESTER’ s 
"AUDIT. SEMINAR 


Muitnns of the Manchester CASS are 


reminded that immediate application is 

necessary for those-who wish to. take ` 
advantage of the few- remaining places 
available for’ the, two-day audit seminar 


(‘Roundabout’, January i8th) which the 


DA uL to id held at' the: 
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Organized by Touche Ross, among the’ 
main topics will be stocks and work-in- 


progress, the exposure drafts issued by the 
Accounting Standards Steering Com- 


mittee and techniques used for work in 


progress: valuations of PODES con- 
_ tracts. 


x 


'The course is inclusive of lunch: ‘on’. 


both days and the'cost is £2:50. Applica- 
© tions ‘should be- sent, 
.remittance made out to the Society, to 


together -with- 


Chartered Accountants’ Hall, 46 Fountain 
Street, Manchester M2 AD. 


wy 
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. Institute's Appeal Procedure B 


Sir, — Woe betide the articled clerk who 
comes in front of the Disciplinary Com- 


. mittee of The Institute' of Chartered 


Accountants in England and Wales and is 
ruled unfit to become a member or whose 
articles are suspended: Instead of the right 
`of -appeal to an independent and im- 
partial body, all appeals are dealt with by 
‘an Appeal Committee appointed by the 
Council of the Institute and which nor- 


mally comprises the President, Deputy 


, President and three: other Council mem- 
bers. By-laws 111—116 set out the complete 
procedure, but omit to mention a 


-— E 
t 


Some Essentials of Modern 


Teaching 


^ 


'by EMILE WOOLF, F.C.A., Director, London School of Accountancy, 
-and Education Adviser to 'ACASS 


- Conversely, determination to study intelligently will usually produce favourable 


+ 


a T E emigas: are never a sübstitute for the individual student's own 
e. industry: if he lacks the will to apply himself, no tuition will succeed. 


results ene excessive dependence on teaching aids. 


"HE fons requirement ünder any 
tuition method (whether by corres- 
pondence or in classrooms). is’ control. 


-. - This-means far more than mere discipline, 
. which, 
-.. Control in this'context governs the entire 


of course, also- has its place. 


relationship between the student and the 


, tuition ‘being received: it requires stan- 


dards to be. defined among. tutors on 


methods of presentation, techniques of 


" handling examination questions, format 


of written material, and eyery other 


 ,aspect of the’ interface between the 


tutors and the tutored. ^ / 
Avenues of information aist be clear: 


access to tutors on all aspects of courses, : 


both technical and practical, must be 
readily available. As much as possible 


. should be ‘programmed’ allowing stu- 


' dents to economize on time. They should 
.hot have to search for examples or reading 


references - these should be pre- . 


- documented for them and filed intelli- 


gently. 


‘CONSCIOUS, - 


á - of (i) above. 
.'The course of tuition should: cater for 


e -— 


' the student who is reticent by nature, self 
lackin Xing in confidence, and 
consequently inhi ited in seeking help. 


- Monitoring of progress is'therefore a 
` vital aspect of control and.should be 


constantly ^in operation. No ' student 
should ever feel-that his study' needs are 
being neglected or that the tutors are 


unaware of ne peace difficulties. 


Specific devices | I 
Microphones. Students find nothing so 
' off-putting: in a classroom as a lecturer - 


who is either (i) bellowing because he 
thinks this is the only way he will be 
heard or will keep the students awake and. 


~ 


| ; February 22nd, i973 ^ 


à 


diet there is no. ficther course of eed 


"from the Institute's Appeal Committee: 


“ 


There is no reason to believe the Council 
is not impartial in its dealings with articled 
clerks. However, so that justice ‘may be 
seen to be done, it is surprising that_the 
Council does not recognize that inevitably 
it identifies more readily with.a principal 


‘than with an articled clerk often from a 


different background and certainly nu 
the views of a new generation. 
Surely we may expect an important 


professional body such as this to recognize 
its lack. of ómniscience and so to allow 


appeals to an independent body. 
- Yours faithfully, 
DAVID W. STEEDS. 





defects ind tend to allow a normal 
speaking voice to be used when addres- 
sing a class, with the confidence that 
. everything said is being clearly heard. 

Overhead projectors. These can save class 
time considerably by allowing examples, 
etc., to be displayed, having been. pre- 
pared ' previously. 'lhey-also allow for 


.multi-colour displays and other useful 


visual effects. Information not required 


| may be instantly removed from view 


when appropriate. `. 

Cassettes. Taped lectures are extremely 
popular since they allow the content to 
be relayed as often as may be necessary, 


. until the particular point is understood. 


Cassettes issued together with 'backing' 
material are becoming' an increasingly 
popular tuition medium. 

‘Interrograms’; These are a sophisticated 


. development of ‘normal programmed 


relatively short time. 


rd 


interested, or (n) whispering inaudibly; ` 


quite. unconcerned (or oblivious) that: 
-students from the second row back are 


straining to catch the peárls he is drop: 
ping, or (ili) about to lose his voice and 
is croaking fearfully, probably as.a result 


. Microphones equalize and cancel these 


[^ 
techniques can Bapiemeus 


learning methods. ‘The interrogram covers 
a wide area and is capable of assessing 
the student's state of knowledge in a 
Obviously this 
information is of equal importance for 
student and tutor alike. It consists of a 
carefully sequenced series of Questions 
directly -concerned with the technical 
matter under review, allowing spaces for 
the answers to be filled in. Spaces are 
also allotted’ for marks awarded for 
answers given. The chief advantage of the 
interrogram is that it readily highlights 
weakness areas where further concen- 
trated study is needed. 

The above measures indicate a few 
practical. steps which any establishment 
with a serious approach to teaching 
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Notices 
| 


/ 


PROFESSIONAL NOTICES 


DELOITTE, | Ronson, Morrow & Co, 
management consultants, announce that 
they are moving to new offices at 128 
Queen Victoria Street, London EC4P 
4JX, on February roth. The new tele- 
phone number will be o1-248 1244. 


APPOINTMENTS 


Mr Richard J. Harding, M.B.A., A.C.A., 
has been appointed to the board of 
Kniton Investments. 


Mr Robert G. Roberts, F.c.a., has 


bécome a director of Wm. Neill & Son 
(St Helens), Ltd, a subsidiary of Capper- 
Neill. He will continue in his appoint- 
ment as Capper-Neill group secretary. 





Mr R. G. Roberts Mr J. Sleigh 

Mr Johni Sleigh, a.c.c.a., has joined 
Lloyd’ Executive Selection as a senior 
- consultant in the accountancy and finance 
division, based i in London. 


Mr A. F. Black, C.A., F.C.M.A., J.DIP.M.A., 
has been appointed financial director of 
Alcan Aluminium (UK) with effect from 
March rst. He has also been appointed a 


| 
f 


of postal tuition experience and over 220,000 





THE 


ACCOUNTANT ? 


director t Alcan Booth Industries and 
Alcan (UK). Since 1967 Mr Black has 


been a director of J. Bibby & Sons. 


' Mr Rodney E. C. Prior, F.c.a., has 
joined the board of Charles Barker City, 
the public relations consultancy. He 
retains his present position as financial 


controller-of the Charles Barker group of : 


advertising and public relations com- 


_ panies. 


Mr D. Barry Smith, a.c.a., has. Ben 
appointed divisional financial accountant 
of Showerings, Vine Products & White- 


. Ways. 


Mr Barry Spicer, a.c.a., has been 
appointed deputy group financial con- 
troller of Allied Polymer Group. 

Mr John S: Wills, A.C.C.A., secretary of 
Middleton Plastics, has been appointed 
to the board of the company as financial 


` director. 


BECOME A CHARTERED 
ACCOUNTANT 


' Sixth formers of either sex who intend to 


obtain at least two ‘A’ level GCE passes 
and are interested in accountancy as a 
possible career are invited to attend the 
next one-day careers course “Become a 
chartered accountant’, in London on 
April gth. Sponsored by the London and 
District Society of Chartered Account- 
ants, the day will include a visit to the 
offices of a practising firm. 

Applicants should write to Mr P. J. 
Gilbert, LDSCA, 56 Goswell Road, 
London EC1M 7AY. There is no charge 
for attendance. 


. SHEFFIELD SOCIETY'S 
COMPUTER SEMINAR 


i A one-day computer seminar on ‘Ac- 


counting and: audit control in a computer 
system’ is to be held at the Hallam 
Tower Hotel, Sheffield, on’ Wednesday, 


March 21st, by the Sheffield ERO of : 


Chartered Accountants. 
It is felt that the subject of controls i ina 


‘computerised system is one of interest 


and importance to members in industry 


and practice, and the principles, to be. 
-described will be of equal application to 


both ‘in house’ computer systems and 
to service bureau users, while many will 


also be applicable to the smaller visible 


record computer installation. 
The topics to be covered will included 
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the external gonto required to be main- 


tained by the ‘user department’ as distinct 
from the data processing department; 
control of data preparation equipment; 
controls during the computer run and 


, between runs; computer file security; and 


suggested audit procedures. 

The fee for the seminar is 47:50, 
including course notes, morning coffee, 
lunch, afternoon tea and dinner, and as 
in the past, members will be permitted 
to sponsor members of their staff. 

Applications, accompanied by the ap- 
propriate remittance, should be made to 
Mr G. L. Stuart-Harris, 22 Norfolk Row, 
Sheffield $1 2PA. 


WOLVERHAMPTON ONE-DAY - 

"NEN COURSE i 
A one-day course on the auditor's 
approach to stock and work in progress, 
and accounting standards, is to be held by 
the Wolverhampton Society of Chartered 
Accountants at Wolverhampton Tech- 


' nical Teachers College, on March 8th. 
‘Speakers will be Messrs R. G. Hartshorn, 


A.C.A. and R. H. Wall, p.c.a., and there will 
be opportunity for group discussions and 
questions. 

- The conference fee is {1-50 for the day, 
inclusive of lunch and light refreshments. 
Inquiries and applications to attend 
should be addressed to Mr T. A. Sealey, 
F.C.4., c/o James Wilkes Ltd, Bilston, 


Staffs (0902 42961). 


SYMPOSIUM ON 
BUSINESS HISTORIES 


Cranfield School of Management, in its 
continuous review of material that might . 
be of value in management education, 
has arranged to hold a symposium from 
March 26th-28th to consider the extent 
to which the growing number of business 
histories being written might be useful 
as teaching material for those engaged in 
management education and training. 

In theory, the more objective of these 
histories look at the experience of 
companies over a period of years. They 
show how companies reacted, or failed to. 
react, to different situations, and try to 
examine why they took, or failed to take, 
specific action. 

The symposium has been built around 
a framewórk of management. problems, 
and will bring together some of the lead- 
ing business historians to talk about 


passes, it assures your success in all the 


F | R C AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed’ by 43 years 
O A. 


principal Accoun 
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tancy exams, and also in Banking, Book-keeping. Civil Service, Computer 
Appreclation, Costing, G.C.E., Law, Local Govt, Marketing, 


Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 
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toits angle. 


"particular studies they Dis idees) 
In addition, one or two non-academics, 
l including Mr Graham Turner, are pre- 
,..^' senting papers which can be expected to, 


"view the subject from a rather different 


Ihe fee wil be Lo 


is available from Professor . Eric 


^. Shankleman, Cranfield School of Man- 


A agement, Cranfield, Bedford. 


TRANSCRIPT OF CBI 
TAX SEMINAR. 


(A complete transcript of the CBI's one- - 


., day seminar on corporation tax, held on 
. July 17th last (The Accountant, July 2oth, 


1972), is now available from: CBI Print - 


- and Publications Department, 21, Tothill 


Street, London SWiH 9LP. Price £5. . 
The transcript includes, in addition to 
the speakers’ addresses, the numerous 
: examples. with which these were ‘illus- 
‘trated, 
answers which followed each-session, and 
- the full text of a luncheon speech by Mr 


E? Patrick Jenkin, the then Chief | Secretary 


E"! 





. to the Srey: 
_ CONFERENCE ON ACCESSION | 
TAX 


| A study’ on accession tax (i. e. a gifts-cum- 


"inheritance tax) was started in July last 
year by Professor C. T. Sandford, of the 


TM seeds of Bath, and Mr Robert Willis, 


‘former Deputy Chairman of the Board of 


, .', Inland Revenue, and is expected to be | 
Dp eee in July this year. 
To enable members of The Instituté.- 


for Fiscal Studies who are especially in- 


‘terested in' this subject to comment on: 


the interim conclusions, a one-day con- 


. ference is to be held at the London School - 


of Economics and Political Science, 
Houghton Street, ‘London WC2, on 
o Tuesday, February 27th. 


Papers for. consideration :Ecisehend 
~ wil be sent to all those attending the ' 


conference and further details are avail- 
able from the Institute's offices at i Bell 
- Yard, London WC2A 2JX. ` 


BUSINESS STUDY OF | 
INDONESIA 


A study of the Indonesian economy and 


. business. prospects has been published 
by ae ce Banks International (EBIC), 





several of the questions, and .. 


| ACCOUNTAN T 


the’ iterations Bess group which 
includes Midland Bank. EBIC has a 


representative office in Djakarta. 


: As well as the English version, which 
is available from Mid and Bank, the study 


has been. produced simultaneously in 
including ` 
'- accommodation, and further information ` 


French, Dutch and German by thé other 


member banks of EBIC. The English . 


edition includes a four-page insert dealing 
specifically with UK relations with 


. Indonesia. 


The booklet states that the 
oa oe 


i i 


- Company Shares: Insider. B 
Dealings . 


to deal in the shares of the company dur- 


' ing the month preceding the publication 


of the semi-annual statements. 

Sir G. Howe: The question of insider 
dealings by directors of companies is one 
of the issues I am at present considering 
in my review of company law. 

- Hansard, February d 1973: Written 


answers, eu: IO. 


.. Commuters’ Farés 


Mr CmoucH asked the. Chancellor of 
the Exchequer if he will consider .intro- 


ducing a system of tax rebates for the' 


relief of the financial burden now carried. 
by long-distance rail commuters. 


Mr Norr: It will not be right to: 


single out for tax relief this form of 


personal expenditure by a particular 


class of taxpayer. 


Hansard, February 5th, 1973. Written : 
"Answers, col. 43- 


ot Post-war Credits 
Mr Knox asked the Chancellor of the 


Exchequer when he anticipates that the’. 


repayment of post-war credits a be 


, completed. : 
Mr Norr: By the end of this year all: 


those entitled to credit will have become 


_ éntitled to claim M RUE it is too 


Mut. a February 2nd 1973 
r^ Kong 0m i i 


pO M for British. exporters are 


specialized capital goods, ‘particularly in l 
mining, oil, agriculture and' forestry, and 


deals in considerable details. with the. 


state of the Indonesian. economy. It 
discusses recent economic developments, 
and devotes chapters to foreign invest- 
ment and foreign trade regulations. — . . 

Copies may bė obtained from the Public 
Relations and Advertising ‘Department, 


' Midland Bank, Poultry, London EC2P. 
best 


2BX. 


£ 


In Parliament 


soon to consider a final date beyond 
^ which claims will not be acceptable. 
' Sic G. DE Frerras asked the Secretary of . 
State for Trade and Industry whether he : 
"will introduce legislation to make’ it an’ 
offence for.a director of a public company ` 


Hansard, ' February ‘oth. Written: 
answers, col. 195. 


—— Tax Relief 


Mr Huey Jenkins asked the Chancellor 
of the Exchequer what is his policy with 
regard to tax relief on mortgages on 
dwellings other than the main residence. 
Mr Notr:' It has been the view of 
successive governments that tax relief, 
should be given for interest paid on: 
loans for the purchase or improvement of ` 


land or buildings. 


Hansard, | February. gth- , Written 
answers, col, 195. 


VAT 
Mr: NE asked the: Chancellor. 


.of the Exchequer if he has studied’ the 


National Council of ‘Social Services’ 
document on the ‘effect of VAT on 
charities [The Accountant; February 8th] ; 
whether he accepts the findings that. it 

will cost 52 charities an extra £r million; - 


‘if he will publish his reply to the National 


Council in the Official, Report; and if he | 
will make'a.statement. .. 
Mr Hiccrns: My right hon. friend has 
received `a copy of the document, and a , 
deputation from the National Council 


', will shortly be received. I cannot antici- ` 
"pate my right hon. pene . Budget 


Statement. 
Hansard, ` ' February 


12th. “Written 
answers col. es 3 
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AFTER.......... QUALIFICATION 
| WHAT CAREER PLANNING IS ALL ABOUT 


CASE HISTORY (1) CASE HISTORY (11) 
A.C.A., 20, newly qualified with only provincial audit A.C.A., 25, qualified 1970 with nearly two years’ 


ofessional a i i 
eleven Now appointed Audit Senior with a professional post-qualificatlon experience with an 


«| International firm of Chartered Accountants. 
e 


| Now appointed Assistant to Managing Director, Finan- 


* ry £2, 650 p.a. | cial Administration Company — City. 


i Salary £4,000 p.a. 


een TO MANAGER IN THREE YEARS. 


ium City Firm of Chartered Accountants. 





CAREER POTENTIAL UNLIMITED. 


Tie illustrate how to capitalise on your most valuable asset — your qualification. We are confident that both 


these young men will rapidly build on their new foundation and we will watch thelr careers with great Interest. 


i | . . n 
The Profession will select the future supervisors, managers and partners. After two years’ professional experlence 
thote deciding to make a career away from Public Practice are more likely to obtaln an Important career position 


than the newly-qualified accountant taking the first commerclal/industrial position he is offered and then having 


tolwait to be noticed. 
| 


Our Job Satisfaction comes from offering to all who approach us, friendly informal altrulstic career advice based 


on' yery broad personal experience of the Profession, Commerce and Industry, allled to our comprehensive knowl- 
edge of the market In the United Kingdom and Overseas. 


Come and talk to Leslie Gibson (fifteen years in Public Practice — twelve years in Personnel Consult- 
ancy at Director level), or George Ormrod, B.A. (Oxon.), a former Industrial Management accountant 
"i over five years’ experience in Personnel Consultancy. 


dad advice is free. A career mistake by you now can be very expensive, 


SON _ — = 


Accountancy and Executive 
Appointment Consultants 

' First Floor, Liverpool House 
15-17 Eldon Street, London EC2 
Telehone 01—638 0434/7 
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and Northern Ireland including income tax, surtax, corporation tax, capital 
gains tax, estate duty, stamp duty-and value added tax. 


The reports, published frequently; contain lucid summaries of the cases, 
verbatim reports of the judgments, the reproduction in full of all stated 
cases, and short explanatory notes ori the judgments by the Editor. | 


A cumulative volume index appears with every part, the final part of 
each volume being accompanied - by comprehensive case and subiect 
‘indexes. - | | 


The Annotated Tax Cases, first published in 1922, are 
"n authorized for citation in the Courts. 
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x Annual subscription £5 post free 
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SCHRODER 
FLEXIBLE 
BOND 







An exciting investment opportunity 
from Schroder Assurance. 


You can recommend Schroder Flexible Bonds As a world-famous merchant bank, Schroders have 
to your clients with every confidence. Schroder all the expertise and resources required to manage 
Wagg, merchant bankers, have a well proven a Flexible Fund. Their intimate knowledge of home 
record of investment success, and are entrusted and overseas markets is backed by strong interna- 
with funds worth hundreds of millions of pounds. — tional connexions and depth ofinvestment research. 


FIVE SPECIAL FEATURES 


9 A balanced portfolio of equities, 
fixed interest and property. 


9 Active management by Schroders' 
experts. 


* Up to 1096 a year free of income 
tax can be drawn. 


* Bonds can be cashed at any time 
without penalty. 


9 Special tax advantages. 





For full details of Schroder Flexible Bonds, 

and agency terms please get in touch with 

John Stonham at Schroder Assurance Limited, 

Heron House, 319/325 High Holborn, London WCIV 7PB. 
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authorities establish, in a manner binding on the: 


| Court of Appeal, that a third party who ündertakes the 
role of deciding as between two other parties a question, 
the determination of which requires the third party to 
hold the scales fairly between the opposing interests of 
the other two, is immune from an action for negligence in 
respect of anything done in that role in the absence of fraud 
or collusion. 
This is the effect of last week’s judgment of the Court 
of Appeal in Arenson v. Arenson and Another. A. furniture 


maker had turned himself into a private company, and . 


later he took his nephew into the business and gave him 
some shares. The nephew agreed that, if he ceased to be 
employed:in the business, he would sell the shares back 
to bis uncle at a fair valuation to be determined 'by the 


, auditors for the time being of the company whose valuation 


acting as experts and not as arbitrators shall be final and 
binding on all parties’. 


The nephew's employment with the company termi-, 


nated, and the auditors valued his shares at £4,916 135 4d, 
at which price they were transferred to the uncle; three 
months later a holding company was incorporated for the 
purpose of acquiring the issued capital of the company. 
Soon afterwards the shares in the holding company were 
offered for sale to the public on the basis of a prospectus 


which was prepared by or with the approval of the uncle: 


and the auditors, and which included an accountants' 


_ joint report which the auditors signed. It placed a value |. 


on the share capital of the company which, if applied fro 


rata, would have given the nephew’s shares a value in.excess - 


of £29, sob, 
The nephew issued a writ claiming, inter aha, damages in 


negligence against the auditors (The Accountant, April - 


6th, 1972), who applied for the nephew's statement of 
claim to Be struck out as disclosing no reasonable cause- of 
action a inst them. The law, they contended, had been 
clear for a century that an action for negligence did not lie 
against a person who acted as an independent valuer or the 


like for thé purpose of resolving between two other parties 


t i 
ks 





i 
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Arbitrators and Hedley Byrne 


a matter on which they were not in agreement. The 
nephew, however, argued that the law had' been changed 
by the well-known decision in Hedley Byrne & Co Lid v. 
Heller & Partners ([1963] 2 All ER 575). This case, it will 
be remembered, caused some anxiety at the time, it being 
said, inter alia, in the Lords that ‘it should now be regarded 
as settled that if someone possessed of a special skill under- 
takes, quite irrespective of contract, to apply that skill for - 


the assistance of another person who relies on such skill, 


a duty of care will arise'. 

When the case of Arenson v. Arenson came originally 
before the High Court, Brightman, J, held that the law 
relating to arbitrators and quasi-arbitrators had not been 
altered by. the Hedley Byrne case; but in the Court of 
Appeal Lord Denning, MR, agreed with counsel for the 
nephew that the cases relating to arbitrators and quasi- 
arbitrators should be reconsidered in that light. He said 
that if an arbitrator made a mistake of law or made his award 
on a wrong basis, he could be corrected 1f he was guilty of 
misconduct and his award could be set aside; but if a pro- 
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" fessional man, acting i as an i expert ed. nota as an poe E on p ins. for - bd it i ‘third patty 

Y E made a-mistake, it could not bé corrected — at any “rate, right be inhibited from performing his arbitral function 

Uf he gave no reasons. Ifa professional man; acting as an in the free exercise of his judgement uninfluenced. by the 

E ' expert, was guilty of gross negligence whereby one of. the ‘fear of á subsequent action by one or other of the opposing 

` parties was greatly damnified, why should he not: be liable- parties. Hedley Byrne; bad no. effect on that doctrine, and 

in. damages? Such seemed to be the law in.the. United. no change of circumstances had occurred that gareg for a 
P States (see Gammel v. Ernst (295 5) 72 TM (2nd pus review of the public policy. m 

E £36). E In the result, the Court. made ‘no Cordes on ‘the epee 

. Buckley and Karminski, LJ, did. not agree with Lord . in order to allow the nephew to’ submit an amendment. to 

Dane. the nephew’s claim, ás it stood was founded on his statement of. claim which disclosed a reasonable cause 


i '^; negligence. with no allegation of fraud or bad faith. The of action on some ground other than: nee ene 90; m So 
^ immunity granted to MUS and quasi-arbitrators. "was a s arbitrators and experts. 65 Pan | 
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-Laying Down the Law 
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IN question recorded i in Holy Wait E What i ig written Minister: during the: drafting and. Parliamentary stages of 
in the law? how readest thou?' — promises, in modern the legislation — publishing a vatiety of notes and statements 
V ^:terms, a: fruitful field for philosophjcal disputation: Who. for guidance. These publications reflect the manner in 
_' establishes 'tlielaw', and does it exist-by virtue of enact- which the relevant Act is interpreted by thé department, 
“© ment or only to the extent that it is observed? Some, for | and in which it is likely to be ‘applied in. normal circum- 
a d instance, have demonstrated —.at no ‘small expense to - stances; they also’ include, in the. substantial, Thajority of 
: themselves — à certain reluctance to recognize the National cases hitherto brought. to ouf notice, an express. warning 
: Industrial Relations Court” as an instrument of the law; . that the. publication is not to be regarded-as:a complete 
~, othérs protest that certain requirements as to the.owner- or definitive statement of the law, for which: reference 
` ship and üse of motor vehicles are regularly set at defiance. should’ be madé to the: appropriate Act of Parliament. ‘In- 
; by sheer weight of numbers. What, then, : is lie ds deed, a note on the fiy-leaf of V.AT- 700 states that: "The 
| Tg of a law? which is not enforced? law concerning VAT is in the Finance Act, 1972 and 
^Within the United. Kingdom; the law which all are. orders and regulations made. under the Act. Nothing i in this 
deemed to. know is enshrined within the Statute Book - a Notice overrides the legal requirements". ; 
:"formidable collection dating: from. Norman timés, and - | Departmental guidance statements Bave, as we think, a 
supplemented by a host of statutory instruments and by parto play i in practical realization of the theoretical ideal 
> the English, doctrine of judicial interpretation and prece- . of universal knowledge of ‘the law. even if at the-level of 
“dent. This, by the way, is a field in which some judges thé proverbial drop ina bucket. But the value: of this 


^ 
f^ 


Do 


- 
^o 


E Es ^ have shown themselves noticeably more.venturesome than. guidance is liable to be exceeded by’ the potential mischief 


-their brethren: even to the point of drawing on occasion of ‘its emergence, in effect, as yet.a further source of ‘dele- 
the censure of superior courts for a ‘naked usurpation, of gated legislation’, unless it is ‘constantly borne:in mind, 

- the legislative power’. Who, thën, makes the law? .:. ^. first, that government departments (at least for so long as 

`.. These reflections are prompted by a letter from Mr €. H. they continue to be staffed by human beings) may be fallible. 
Derrick, on another page of this i issue, apropos the establish- in the particular case; secondly, that departmental guidance 
pu - inent of'à certain ‘tax point’ for liability to. value added statements have no legal significance; and thirdly, that 
tax! Our correspondent’ s point — and it appears to us-to they are addressed primarily to the layman and thus lack 
- have substance,— is that the interpretation by HM Customs ` the close technicality of definition ‘to which the: expert is 
and Excise of prepayments for VAT purposes; as expressed | accustomed: Further, government departments which have 
in VAT general notice No. 700, differs not only from the once taken up a position are remarkably. reluctant to depart 
| advice given in another. Customs and Excise publication, from it, ‘and carinot always be induced to do so in the 
VAT Bulletin No. 5, but also (and this is the serious part. absence of some valiant citizen with the resources and the 
iof the matter) from a literal interpretation of section 7 (5) - determination to test the matter in the Courts. ° ^. ` 

. "of the Finance Act 1972, which many would po as Mr Derrick patently is seeking neither a confrontation 

" definitive authority. . nor a lawsuit; merely the avoidance of possible disruption 


i 


w 


"nA 
- 


~ 
` 


1 n v Revenue statutes, by, their nde tend to complexity ` to those who, in good faith. and relying upon séction 7 (5) 


..and. wide application : thus there has developed a-practice- of the Act, have already set up their VAT computer pro- 


E Jof the governments. department" concerned — who "were grams. Though prepayments for' supplies may be the 


* doubtless also i for ee due bes aes sarepuen nae m the rule, i-i traders sue have a 
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den lpercentage of d with ides bono ES 
. most will have to deal with the odd prepayment at some ' 


time during their working lives. 


"Though; as Mr Derrick argues, "the effeàt on the pró- . 
Deu yield of tax is scarcely material, ‘his point is not in 
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practical. terms a idit one. We m that HM Guien 
and Excise may ponder with profit on the reputed words of 


Cromwell to a recalcitrant Parliament: ‘I beseech ‘you, 


_ mistaken,’ 


a Price and Pay Code 


HE jode teni implications of the 

proposals of the latest Green Paper 
The Price and Pay Code: a Consultative 
Document (Cmnd. 5247, 26p) are prob- 
ably of gteater significance for de- 
velopment|of the UK economy than 
their immediate impact. It is quite 
clear that, together with the prospect 
of continuing and -— it is hoped, - 
effective ordering of pay claims after 


Phase Two ends in September, it will : 


be politically necessary for the Govern- 
ment at least to be seen restraining 
price increases. | 

For the' present the Green Paper 
indicates a tightening up of the first 
proposals: |made in the last White 
Paper (Cmnd 5205). for regulating 
price increases and profits. The Price 
Commission, yet to be appointed, will 
-. allow price increases to reflect what is 


termed "higher allowable costs per unit. - 


of output’ ‘after September 1972 only 
to the-extent that these additional 


.for. E abolition 'of SET. E PA 


E 


these further restraints will not be 
well received by many companies 
which have. hitherto co-operated in 


the. CBI-sponsored price restraint. 


policy during the past15 months or so. 
While the limits on pay increases 
remain at £i- per week plus 4 per cent 


of the average wage bill, incréases.in 
women's pay to bring it nearer, the 
male’ Yates: are permitted, as are 


increásés "for seniority and merit, 
promotion, and. re-gradings. . The 
Treasury: will be responsible for the 
administration of dividend control 
which limits increases. to 5 per cent. 
In short. it is quite clear that the 


Government i is ——- more of industry: 


costs were incurred after last Septem- - 


ber, and oily half thé pay awards — 
restricted by the freeze — may be 
passed on ih higher prices. For obvious 


reasons, reductions in quantity or 
vit be treated as price in- 


quality 
creases. 

Always assuming that, within the 
operation. of such price constraints, 
companies make increased profits then, 
. if net profit margins exceed the average 


of ‘the two] best. years out of the past ` 
will have to be lowered.. 


five, prices 
The allowable profit margin can be ` 
increased to produce a return of 5 per. 
cent on capital or of 1 per cent on. 
turnover. 
trades must hold their gross percentage 
margin to the level of the last account- 


HE prae Chairman af the Hosea 
of Inland Revenue, Sir Arnold 
France, c.c. B., has announced his 
impending retirement from the public _ 
service on April 3oth. He will. be 
succeeded at Somerset House by; Mr 
Norman Charles Price, c.B., who, bas, 
been a deu chairman of the Board. 
since 1968. ` 
.Now 58 years « of age, Mr Price has - 
a record of 40.-years in the’ Civil 
Service, which he .entered. as an 
executive officer of HM Customs and . 
Excise.in 1933. He transferred to the 


[embers of the distributive - "Inland Revenue as an assistant In-- 


Spector of Taxes in 1939, and became 
‘a member of the Board of. Inland 


ing year before April ist, 1973, and - ' Revenue i in:1965.- 


that figure i js to be. reduced to account 


` 


»- 


‘Married, with two daughter, Mr 


- 


4 


Rows: Revenue's New Chairman. 


| gentlemen, consider it possible that you may yourselves be 


& ` 


~ 


labour. 
The justification -for these new and, 


from industry's point of view, s 
tougher measures than were expected, 
is the Government's scheme to ensure. 
- public support for its policy of pay 


restraint. Whether the proposals are 
workable, much less equitable, in their 
impact on different sections of the com- 
munity is another matter. On the other. 


hand, since basic foodstuffs are exempt 
from control, the new package is not 


likely to gain any more union support 
than has hitherto been the case. 
The Government, 


through the spurious nature of union 


"talk about ‘attacks’ upon the ‘workers’ 


living standards’ — despite the fact that 
it has had little success in persuading - 


the public of the economic facts of life, > 


such as that it would not be practicable 
to contro! or subsidize imported food- 





Price quotes ‘his principal relaxations’ 
as music and ‘history. | 


Ş - 
1 = 


: however, - is- 
clearly hoping that the public will see 


and. trade than it i$ requiring from , 


- 


- 





- D 4 
- - * ` 
E ^ ~a * 1a o5; 
. t xx , LI ` * p 
P . o4 " . L 
" . pen o I . E 
t4 - 5 E * Y * 
" " 3 ` CS r *. - 
' E - 
" c= ' 
7 ~ 
4 - - i 


t 


". stuffs without rationing: In any event, 
"the case for food subsidies is hardly’ 
.. Justifed when the average household 


in this country is still spending little 
more than a quarter of its income upon 
foodstuffs, although its expenditure 
, On cars, alcohol and tobacco account 


for nearly as much. If any such relief ' 


is to be provided by the Chancellor on 
. March 6th, it is to. be hoped that tt 

.will be directed at and restricted ‘to 
those in genuine need. 


‘Ombudsman’s 


HE office of the Parliamentary 


= E Commissioner for Administration — 
^ the ‘Ombudsman’ — was established 


oo tin 1967, and an interval of five years 


ig not an inappropriate occasion — 


».",:as’ the present incumbent, Sir Alan 


Marre, suggests in his report for 1972 
-- to look back and assess its effective- 


. ness in contributing to ‘the further. 
improvement of administrative stand- 
ards and efficiency’. Though such. 


| improvement, by its nature, defies 


. precise measurement and may be the 


consequence of a variety of influences, 
Sir Alan has been able to list a number 
. of changes in the administrative prac- 
.tice of various government depart- 
` , ments, ‘of general benefit to the public 
„or sections of the public’, which can 
be traced wholly or partly to the 
activities of his office. 


‘The Inland Revenue, for example, : 


now adopts a more generous practice 
— based on comparative rather than 


“absolute hardship — towards cases in 
__ which arrears of tax have accumulated 


in consequence of departmental error 
(The Accountant, July 22nd, 


fully instructed in regard to sending 


. sympathetic letters with a full ex-' 
-planation in such cases. The Home . 


Office now adopts a more liberal 


-. policy concerning prisoners’ access to 


. legal advice, and is reviewing its 
 -airangements for the recording and 


ime safe custódy of valuable property of. 


. persons detained in prison. Standing 
instructions to purchase tax officers 
' of HM Customs and Excise have been 


2. revised. ‘with the aim of reducing the 
` risk of creating suspicion in cases 
. where the visit is merely part of the 
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There | is no doubt that the recent 
sharp shift in world commodity prices 
has made the Government's task very 
much more difficult. Tt is; moreover, a 


_ pity that it is the housewives who are 


most affected by these price increases, 
which in many cases are more than 
met by their husbands’ pay increases 
in the past eighteen rnonths. Perhaps a 
little more redistribution of income on 
the domestic front would’ have made 


. life much easier for the Government. 


\ 


First Five Years 


normal -system of official controP. 
Complaints against individual de- 


partments during 1972, totalled 573, 
including 110 against the Department 


of Health and Social Security, 94 
against the Inland Revenue, 
83 against the Department of the 


Environment. At the other extreme, 


the Charity Commission and the 
Stationery Office attracted one com- 
plaint each — both of which were 
rejected as relating to matters outside 
the .Commissioner's jurisdiction. 

In all, 318 cases (iricluding some 
matters not completed at December 
31st, 1971), were rejected for want 
of jurisdiction in 1972. Of 261 cases 
investigated and completed during 
the year, 79 (30 per cent) showed 
'elements of maladministration which 
had led to some measure of injustice' 


— the departments primarily concerned 


being the Inland Revenue (37 cases), 


Environment (15) and Social Security - 


(14). The peculiar vulnerability of 
the Inland Revenue has been re- 
marked upon before, and in fact the 


number of complaints involving tax 


underpaid showed a considerable de- 
cline during 1972 - probably in 


‘consequence of the more generous 


policy referred to above. 


The function of district auditors,. 


in considering . whether, to- uphold 
or to dismiss an objection to the 


accounts of.a local authority, 1s not 


regarded as 'administrative action' on 


behalf of the Department of the En- 


vironment. A complainant aggrieved 


by the auditor’s refusal to uphold an 
objection has accordingly been in- 
formed that the matter is outside the 
Commissioner's jurisdiction. 


and . 
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Close Companies. 


INLAND REVENUE practice in 
dealing with close companies’ will 
require re-statement in the light of 


. changes to the system of corporation tax 


which will ‘take effect on April 6th, 
1973. We reproduce on other pages of 
this issue a consolidated statement, re- 
leased by the Inland Revenue earlier 


this week, bringing together various 


statements of practice relating to the 
taxation of close companies and the 
effect of introduction of the new 
system. 

Included in the present release is a 
paragraph not previously published, 
in relation to loan creditors of a close 
company. In applying the test of 
control, it.is stated, ‘a recognized 
money broker will not be treated as a 
participator of a company carrying on 
a business as a stockjobber solely by 
reason of short-term loans or advances 
arising in the ordinary course of their 
respective trades’. ; 


Israeli Institute Elects 
New Officers 


RESIDENT of the Institute of 

' Certified. Public Accountants in 
Israel for 1973, in succession to Mr 
Morris Kanne, is Mr Sam Z. Grupel. 
Messrs Nachum Friedkes: and Israel 
Strauss have been elected Vice- 
Presidents. 


Charitable Covenants: | 
Repayment of Tax 


OLLOWING last week's ` an- 
nouncement by the Charities Aid 
Fund (The Accountant, February 22nd) 
that completion of the tax deduction 
certificate, Form R185, would no 


` longer be required for covénanted 


gifts not exceeding {is per annum 
net in favour of a charity, the following 
statement of practice has. been issued 
by the Inland Revenue: 


‘The Inland Revenue have agreed 
a change, to take effect from April 
6th, 31973,:in the procedure for 
charities claiming repayment of tax 
deducted. from certain annual pay- 
ments made to them under deeds 
of covenant. The change applies only 
where the amount of the annual pay- 
ment under the deed does not exceed 
£15 after deduction of tax at the basic 
rate of 30 per cent. . 

‘Hitherto each claim by the dba 


P] 


U^ 


"y 54 aiv. 
` ~+ , V^ 
: | 
March Ist, | 


. to. pepe o over ine — ob a 
deed covenant, normally seven 
* years, has been evidenced by a. certi- 

ficate on'form R185(AP), signed by the 
; covenantor. Under the new pro- 
‘cedure, this forin will still be required, 
with the, deed of covenant, on the 
occasion lof the first claim. Thereafter, 
the charity. may, if it so wishes and 
subject . to certain ` conditions, pro- 
.vide a composite certificate covering 
all such | payments, 
treasurer;'to the effect that-the net 
amounts due have been. duly received. 
, ‘The Inland.Revenue have to en- 
sure that the change will not result 
in any over-repayment of tax. T'he new 
procedure is therefore conditional upon 
charities; keeping adequate . records, 


M 


which will be made available to the n 


" Inland Reyenue if so required. 
‘Charities wishing to avail themselves 
of“ the Ry procedure’ should first 
approac hithe Chief Inspector (Claims), 
Inland Revenue, Magdalen House, 
- Stanley Precinct, Bootle, Lancs. Lóg 
9BB, from whom’ full details and the 
' necessary forms can be obtained. 
Charities established -in Scotland’ or 
Northern Ireland should apply to the 
office to which their repayment PS 
are. submitted." 


Accounting Treatment. 
of. Industry Grants 


T late st proposed statement of 


standard accounting practice, EDg, 


“The accounting: treatment of grants 


under the Industry Act 1972’, whose 


- 


Or uic Jan 


impending appearance was announced 
in The Accountant last week, is repro- 
duced. in 'full in this issue: The 
ASSC's aim, in this case, is to 


. standardize ithe accounting treatment | 


of thenew regional development grants. 
arising. under t the Industry. Act 1972: 
Differént treatments have been used 
in ' respect lof previous government 
grants. The proposed standard pro- 
vides that] grants rélating to fixed 
assets under the Industry Act. 1972 
should. be treated as deferred credits 


in the balance sheet, and transferred ` 
to profit and loss account over the ex: 
pected useful life of the related assets. - 


Copies i EDg may be obtained 
from Thej! Institute of: Chartered 
Accountants| in England and Wales, 
Chartered Accountants’ Hall,. Mooi- 
gate Place; it 
15p. It is hoped | to implement. the 
ure. as standard in respect 
of áccounting periods commencing on 


Ist, 1974... 
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Accbuntante: Have“ 


Other Duties - C 
CCOUNTANTS- io. failed to, 


‘in’ a’ rational’: and - 


\contribute, - 
informed way, to the formation of 


opinion. ‘were abdicating. their: duty. 
„as Citizens, Mr K. J. Sharp, T.D., 


M.A., F.C.A., Vice-President `of The 


Institute of ‘Chartered Accountants in 


Togland and io declared last week. . 


Monopolies ne" 


‘of crisis’, he said, 





i “Iti is, T believe; re ee at times 
‘that members of. 
the- profession have a duty which ‘is | 
perhaps outside the normal exercise . 
of their technical, competence. By 


_virtue of their training and outlook, 
they „occupy a ay important 
* place in society’. 


“Whatever, as individuals, our party: 
politics — if any — may be, we must. 


comment as intelligent and objective 


| E ..« and the Professions 


THE important : distinction between. 

Y. professional ‘and ‘commercial: ser- 
vices was recognized last week by 
Sir ` Geoffrey Howe, Minister. for 
Trade. and Consumer . Affairs. Ad-: 
‘dressing ‘members’ of the Consulting | 
Engineers’ Lunch Club, the Minister 


- Said: ‘I do not think it "Would be right 


to subject professional codes of con- 
duct to, examination before the- Re- 
strictive Practices ‘Court, where the 
presumption would.be' that, agree- 
ments are necessarily against the 
public interest, and’ can be justified 


‘ only, if they pass specific and rather. 
stringent tests.’ 


There were some who claimed that. 
the. Government had a soft-hearted - 
approach, towards the professions; 
others might point to the special 
position of the professions in society, 
and hold that. restrictions were’ a 
necessary price to pay for the preser- 
vation of professional standards. He’ 
was, himself in: no doubt that profes- 


. sional practices. should. be open to 


public scrutiny under completely ob- 
jective conditions; and without prior 
assumptions about the public interest, 

Following. thé feport of the, Mono- 
polies ‘Commission in- October 1970 
(The Accountant, November sth, 1970) 
Some 130 bodies. were invited by the 
(then). Secretary .of State -for, Trade 
and Industry to réconsider their prac- : 
tices in the lightiof that report, and ' 
state their views. With these com- 
ments now.to harid,.the Government ; 
is considering which specific practices, 
in. individual ‘professions should. be | 


referred ‘to. the. Monopolies Com-' : 


mission | for detailed’. inquiry., This 
reference, Sir Geoffrey hoped, would: 


| Bep to ' pene and, sustain the 


\ 


nonien of reform within the ` 
professions themselves’. ğ 

' A spokesman for The. Institute. of 
Chartered. Accounfants in England. 
and Wales suggested that Sir Geoffrey's - 


words:had no immediate implications 


for the accountancy profession, and , 


that the principal target of the Govern- 
ment's intentions might lie elsewhere. 
For The Association of Certified Ac- 
countants, their Secretary, Mr.F. C. 
Osbourn, said: ‘I do not think wè 
have any restrictive practices which ` 
are against the ‘public interest; our 
regulations bear more hardly upon the 
members themselves. The account- 
ancy profession has largely anticipated - 


the points which were. made by.the ^ .. 
‘Monopolies Commission.’ 
-The original reference of profes-. 


sional activities to' the Monopolies. 


* 
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Commission in 1966 was widely: re- `` 
garded as a- political decision, calcula- - .. 


ted to .divert attention from other 


areas of the economy in which mono- 


polistic practices frequently operated. 


^ 


against the public interest. Among. ` 


specific criticisms made of the 1970_ 


report were the lack of any definition, 


.of professional activities, and con-: 


sequent inclusion of a very wide range | 


.of interests; the lack, in the. Com- © . 


 mission's membership, of any person” 
with experience of. dealing with the. 5 
public in a professional capacity; . 
. the Commission's insisténce on relying - 5 
solely on a -written questionnaire, - 


to the total. exclusion-of oral evidence. 
ahd explanations; and the guarded 


expression of the Commission's find- 


ings, in terms (as we wrote at the. 
time) ‘so hedged about with. quali- 
fications and exceptions as to appear 
in places tautologous'. 
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„laymen on. ‘the issues- of the T as., 
"we see them. . . This does not mean 
UE we must forever be, as. it were, 
_ at the hustings, but only that when- - 
~ever we hear views expressed which 
are manifestly based on: prejudice, | 


-cant and hypoctisy, we should expose. 


: them for what they are — be itat pub- ` 
M lic meeting or a private dinner party.' 


' Mr Sharp was responding to the | 


- toast of the Institute at last week’s 
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dines of ic North | Staffordshize 
Society of Chartered Accountants. 


7 ARIEL ‘Spurned by ` 


gd 


Stock Exchange | 


TE ARIEL system as it stands 
is incompatible with the coricept . 


.of the separation of the functions. of 
principal and agent, which i is funda- 


mental to the conduct of stock ex- . 


\ 


Pound to a Penny? 


IVEN the ‘continuance: of the’ 
present percentage rate of in- 
OR the value of the: £ could 
:decline to less than xp in the course. 


- " of 40 years — well within the span of a - 


. normal lifetime. ‘This is one of the 


this situation, the papet recommends: 


examination of the , possibility ‘of 


‘providing statutorily for an annual 


variation to rateable’ values to reflect 


changes in the. money base’; under 
present conditions, the large i increases 


" conclusions reached in Inflation and in, rate poundage which are needed 


^ Local Government Finance, a research | 
|, paper released today (Thursday) by ` 
les Institute of Monicipal Treas-' 
. urers and Accountants. 
Whilst recognizing the importance: 


. .* of the work of the Accounting Stand-. 


. ards Steering Committee — on which 
the IMTA is represented — in regard 
to the reflection of inflation in final 


] " accounts, the IMTA view is that its 


particular impact upon various as- 
.. pects of local government finance and 
, accounting ~ including financial, plan. 


trol, 
separate study, The present research 


~ was undertaken by the North Western 


Fa 
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ig : “precept in excess of' its requirements unit as ‘a rubber yardstick. which in 


"the University of Lancaster. 
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* ‘Associates’ Section. of the Institute, 


` ^ under the chairmanship of Mr G? H. J. 
of the IMTA Council and Borough 
| writes: ‘I 


^ Morgan, B.SC. (ECON.), A.LM.T.A., 


Local authorities are’ closely re- 
stricted, under the terms of the Rating 
arid Valuation Act 1925, in the levying - 
of their annual rate: whilst this must : 


to cover both inflation and growth. 


appear to be extreme. 


. Other Yecoinmendiátións ‘of the- ‘Te: 
searchers. are for fundamental re- 


‘search into the form and: purpose of 


published. accounts (the present Ab- - 
. Stract, it is stated, ‘does not provide 


meaningful information about past fi- 
nancial performance and future plans’) 


and for inflation factors to be built 


into’ DCF calculations where .either 
the net cash. flows’ between alter- 
natives are considerably different in 


any. specific period, or individual _ carrying 
- Council would therefore welcome the . 


parts-of the net cash flow generated by 


various activities are ‘not: uniformly | 


‘effected’ [sic] by inflation. 
In'a foreword, Mr J. B. Woodham, 
B.SC.(ECON.), F.LM.T.A., a member of 


Treasurer of Teesside, 
. doubt if any industry, in-the UK is 


now so well equipped as is local 


government to handle the problems E 


injected by inflation into the man- 


. suffice to covér estimated needs of - agement process, and the authors. of 
> the period, liquidation of deficiencies 


,On, previous rates, sums required for ` 
.. contingencies: and a working balance, 
,an authority may not levy a rate. or, 


-with a viéw to rate equalization over — 


y : a period of years. Rate income, it is 


pointed out, does not. have ‘natural 
buoyancy’ to increase: with inflation 


;.(as does the yield of income tax, for . 


' example) unless there are regular 


- revisions of rateable values to accord 
l with current rental values. To meet 


f hu ) 
~ 
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this research deserve our best thanks 
as well as our congratulations.’ And 
collectors of aphorisms will . surely 


welcome the definition ofthe monetary | 


the 1970s seems to have ah infinite 
` capacity to stretch without having the 
compensatory propefties of recoil or 
resistance’. 


Inflation and Local Government ` ` 


Finance is published by the IMTA at 
1 Buckingham Place, London SWE 
P wa At 
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change binned in this country . add: 


ensures. fair dealings for the public.’ ' 
This is the finding of the Council of . 
the Stock Exchange, o on the report of | 


. a special committee established to’ 


stüdy the proposal, by the Accepting 
Houses Committee, to introduce dur- 


ing 1974 the ARIEL (‘Automated : 


Real-time Investment Exchange Ltd' ) 
computerized dealing system. 

As part .of their study, members 
of the spécial committee, reviewed 
automated’ information and dealing 

tems at-present operating - in the. 


. USA, and held meetings with mem- 
bers of broking and: jobbing firms and - 
‘with the board of ARIEL. "The Stock 


Exchange Council's principal ground . 
of objection is that ARIEL will cause 
fragmentation of the market — which , 
is seen ‘as a ‘particularly undesirable : 
development at a time when London 
has the opportunity to take the lead 


in development of international: in- 


vestment business with Europe. 

Stock Exchange member‘ firms are 
precluded - by present „rules from 
joining ARIEL or making use of its 
facilities, .and the Council .is not - 
satished that any change in this 
regard would be in the best interests | 
of the investing public. It has, how- ` 
evér, recorded its view that ‘There is | 
a need for the development of auto- 
mated: information services which | 
would further assist investors in ` 
out their business. The 


co-operation of ARIEL sponsors and 
all other institutional . investors. "in 
examining and: ‘developing such. ser- 
vices, with the object of providing the 


maximum c for their users." 


Misuse of Trade Name 


PORARY undertakings to re- | 

frain from using the name 
‘Caribonum’ to promote the sale of ° 
stationery manufactured by other per- 
sons were made permanent in-the 
High Court last week. By agreement, 
proceedings brought by Caribonum : 
against Beredon Ltd and thrée other 


_ defendants were es of on these : 


terms. . 
~ "At a previous hearing, T for 


‘the defendants had claimed that they 


were themselves the victims of some 
"third, party + (The. 


Accountant, February. - 15th). 


consent, no-order.was made for costs. 
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Pakistan Institute of 
Industrial Accountants 


7 distinction was recently 
attained by Mr M. Yakub, sec- 
retary to the Pakistan Ministry of 
Commerce. Following his election, 
earlier this year, to the chair of the 
Pakistan Institute of Industrial Ac- 
countants, jMr Yakub is the first 
accountant ‘to hold simultaneously 
the Presidency of that body and of 
the Institute of Chartered Accountants 
of Pakistan. 

Mr Khurshid Ahmad (Lahore) has 


, uds. ` B xt id 
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Pakistan ‘Institute: of EN S Ac- 
countants in succession to Mr Yakub. 
Mr H. U. Butt becomes Honorary 
Secretary of the Institute, and Mr 


Anis Ahmad, the Honorary ‘Treasurer. 


Stock Exchange 
Finance Game 
ELWYN ' JONES HIGH 
SCHOOL and Haberdashers 
Aske’s School are still neck-and-neck 
in the Stock Exchange Finance Game 
for schools (The Accountant, Feb- 
ruary 15th) though their respective 
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positions have been reversed. At the 
second. 'valuation', they were showing 
profits of £4,174 (16- 7 per cent) and 
£3,284 (13:1 per cent) E 
on their initial stake of {25,000 — 
a period during which the Financial 
Times — Actuaries Share Index had 
fallen by 1o'1 per cent. 

Latymer Upper School, Hammer- 


. smith, dramatically improved tbeir 


position from seventh to third place, 
and with total funds of {25,610 are 
the only other contestants to be 
showing a profit. ‘The former 
third-runners, Oakham, are now un- 
placed. 


been elected Vice-President of the 


f 





THIS IS MY LIFE 
f . 
Í l 
Just An Idea 
by An Industrious Accountant 


l WAS just locking my cabinet at the end of the day when 
Prinny phoned to ask if I could drop in right away, as he 
had a tax problem. I hared along to his room and found it 
packed with people, sombre with smoke, and generally 
tense with tiredness. 

= It had been a real tough session, Prinny said; the 

meeting had gone on from early morning; they'd done a 
grand day's work. To my inquiring eyebrow he explained 
further ; they'd been drafting a suggestion scheme. Another 
couple of talks should see it finished. 

While I groped for an appropriate word of congratulation 
on such a wonderful achievement, his new assistant spoke 
up brightly. There'd been the question of minimum and 
maximum rewards for the various suggestions, you see. 
One obviously couldn't give a chap too little for fear of 
discouraging him, even if his idea was a damp squib; 


similarly, one couldn't half bankrupt the firm if some lucky 


opportunist chanced to hit upon a really high-powered 
brainwave. . 

Glacial (Prinny’s cold and calculating secretary) read 
out from her shorthand notes (she was on her second, if 
not her third jotter, I noticed) that the company’s decision 
on such points was final and no subsequent discussion 
could be entertained. Young Ginger from Readymades, 
presumably : seconded as one of the drapery representatives, 
said sulkily that chaps wouldn't like that. It wasn’t cricket; 


chaps should be able to stand up and be counted; they had 


their rights. 


The new assistant put the rebel back firmly in his place.. 


He had personally, he said, spent last week chatting up 


the personnel men in several other firms, and they were 


unanimous.on this point. The supermarket manager in 
i g x 


» 


. Broad Street nearly had a strike on his hands when he 


allowed a vote on that suggestion of replacing the centre 
aisle with moving steel floors, and Smith down the road 
almost sacked their junior floor-walker for insubordinate 
mutterings. 

Glacial read out that staff representatives’ names should 
be submitted in advance to the personnel manager, who 
would choose the three most suitable candidates. Ginger 
asked her who'd actually do the picking (he clearly found it 
easier to question her than to stand up to the director) and 
Glacial pretended not to hear him. 

Prinny interposed that it was the spirit of the scheme that 
counted. Its objective must be appreciated as an effort to 
allow an outlet for ingenuity, to foster participation in cost 
cutting by all concerned, and to release the unsuspected 
talent hidden in our employees’ ranks. ‘Full many a gem of 
purest ray serene the dark unfathomed caves of ocean 
bear’, he quoted, glancing down surreptitiously at his 
notebook. | 

'l'he red-haired salesman from Electrical Fittings said 
he'd never really liked that bit; just a mite uncompli- 
mentary, sort of looking down on chaps in a way, rather 
early Victorian, he felt. 

Prinny ignored that bit of late Elizabethan, and asked 
whether awards would be taxable as benefits in kind. Just 
then, his assistant said, ‘No awards for ideas about one's 
own section, naturally’ - so I said ‘No’ and departed. as 
the uproar erupted. 
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PROPOSED STATEMENT OF STANDARD ACCOUNTING PRACTICE 


i The Accounting Treatment of 
| Grants under the Industry Act 1972 


. This proposed statement of standard accounting practice which aims to standardize the 
accounting treatment of the new regional development grants under the Industry Act 1972 


. . IS issued by the Accounting Standards Steering Committee for comment by persons 


interested in financial reporting; it does not necessarily represent the views of the 


Councils of the constituent accounting bodies of the ASSC. 


^ Comments should quote reference ED9 and be sent to the Technical Director, Chartered 
^ ^ Accountants' Hall, Moorgate Place, London EC2H 6EOQ to arrive not later than May 37st 
~ :1973. Contributions by readers to open discussion of the subject in GONG DO RORIES or 


feature columns of The Accountant, are a/so invited. 


- The application of this proposed standard is limited to grants under the Industry Act 1972. 
The accounting treatment of grants in Ireland | is under separate examination. 


| ci PART1- EXPLANATORY NOTE | 


MON 


HE accounting treatment of government grants has 

varied as different grants schemes have been produced 
by successive governments. With the advent of regional 
development grants under the Industry Act 1972 it is 
desirable to standardize the PACEQUIBE treatment of these 
new grants. 


- Revenue based grants 


- 2. The Industry Act 1972 makes provision for grants to be 
.made by reference to specified categories of revenue 
" expenditure. Such grants do not produce accounting 
problems as they clearly should be credited to revenue 
in' the same period in which the revenue expenditure to 
which they relate is charged. If the amount receivable 


.^ is'not precisely ascertainable at the accounting date it is 


_ generally piacucaole to make a reasonable estimate. 


Capital based grants | 


. 3. The Industry Act 1972 also nies provision for grants 
^to be made by reference to certain types of capital ex- 


x penditure. In the past, where expenditure on the acquisition . 


' of a fixed asset was eligible for a government grant, there 
have been different views about the choice of accounting 
treatments. Three principal treatments have been discussed : 


(a) to credit to profit and loss account the total amount 
of the grant immediately; 
. (b) to credit the amount of the.grant to a non-distri- 
butable reserve; - 
. (c) to credit the amount of the grant to revenue over the 
useful life of the asset by: 


(1) reducing the cost of the acquisition of the fixed. 


asset by the amount of the grant; or 


(ii) treating the amount of the grant as a deferred 
credit, a portion. of which is tranp eren to 
revenue annually. 


4. The effect of the grant.on the company's reported 


= \ 


earnings under iiè methods listed in paragraph 3 would be: 
(a) immediate effect; 
(b) no effect; 
(c) progressive effect over the life of the asset. 


5. Methods (a) and (b) provide no correlation between 
the accounting treatment of the grant and the accounting 
treatment of the expenditure to which the grant relates. 
Method (c) matches the application of the grant with the 
amortization of the capital expenditure to which it relates 
and is therefore considered to Bn the most appropriate 
treatment. 


6. Of the two ways in Mods Oe may be applied, the 
main argument in favour of the first alternative (reducing 
the cost of the fixed asset) is its apparent simplicity. By 
crediting the grant to the cost of the asset the resulting 
reduced depreciation charge automatically credits the 
amount of the grant to revenue over the life of the asset. 


. 7. The arguments in favour of the second alternative 
(crediting the amount of the grant to a deferred credit 
account, and releasing it to revenue over an extended 
period), are: 


. (a) assets acquired at different times and locations: are 
recorded on a uniform basis regardless of changes in 
government policy (such comparability is often 
important to management in establishing price 
structures and investment policies); 


(b) control of expenditure is based on the gross value; 


(c) as capital allowances for tax purposes are calculated 
on the cost of an asset before deduction of the grant, 
adjustments of the depreciation charge in the ac- 
counts are avoided when.computing the amount 
of deferred taxation. 


PART 2- PROPOSED STANDARD | 
“ACCOUNTING PRACTICE . 


8. Accounting treatment. Grants relating to fixed assets 


under the Industry Act 1972 should initially be treated’ 
as deferred credits pending transfer to profit and loss 
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The fire claim was paid | in full. . l 





But the business 
wasn't insured 


So there were problems. How to pay con- 
tinuing expenses ? How to keep production 
going? How to keep customers ? How to 
stop key people from leaving: ? How... ? 
Your fite insurance won't indemnify you 
against all the consequences of a major fire. 
Without additional protection your busi- 
ness could be in very serious trouble. 

GRE Business Interruption Insurance pays 


‘economic costs of temporary premises, 
, pays for extra overtime, pays for work to be 
i 

f 


sub-contracted. It protects management 
salaries, production wages, overheads, 
shareholders interests, and the earning 
capacity of your business. It is highly 
flexible, and backed by expert advice. 

Does your business have this essential 
protection? If not, it could be gravely at 
tisk. Ask your insurance broker about 
GRE Business Interruption Insurance, or 
ask for our useful explanatory booklet at 
your local GRE office. 


You get a good deal from 





Guardian 


Royal Exchange 
Assurance Group 


Head Office: Royal Exchange London EC3P 3DN. 
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ae `- Asa result of the latest actuarial valuation, the: 
ens a vesting bonus is increased from £1 75 per annum to , 


po £2 % per annum of the basic pensión. This means that 
7. ' in projecting the estimated total pension at pension 
c... 72 e age wecan now add:a total of 5% to the basic pension. 
. 2... , foreach year up to pension age. (interim bonus of 37; 
(M. — perannum plus vesting bonus of 2% per annum). The 


"sis interim bonus also continues to be added after the. jÁ 


34 


BEES 


pore. d _ Pension has commenced. ; | 
M CQ , Amount. of penslon (ton nearest £) for men retiring. et 65° 
re ore paying @ premium of £100 a year from different ages of 
Ue t entry including interim bonus of £3% per annum and am 
cime | additional vesting bonus of £2% per annum. 
TT E x 7 4 x Inorsasiog anexally 
ect | " ; ? by interin bonus 
EN "|. additions to produce a 
s aa : .Tetal Pension of: 
! / 
vni 
yita 4. 
E 2b 
e 10 E 
35 . 
" 40 
eub gm 41 89 
; g 42 504 
: a 43 £30 
dom m" 760 ' 
© E a ' 895 
LA 1 48 S 633 
gv Ac 674 
i 48 520 
48 459 
59 421 
51 376 
52 
53 
M. 
L4 
BÉ 
87 
85 
59 
€9 


uo em Wan Giantess QI 
NAT.) M the parslen which wil commence on your 66th birthday, Columns 4 and 6 show 
ka g E : the affect.of benvs additions after your pansion hes commenced. Tha figerss ja 
a m4 the fiagl 2 columns shew the tax-free iomp sum aed revised comerencing pension 
c ikea 7 at prasant rates, if you choose te commute part of yaer normal pasion for cash. 
n i d 


- .'" Abigbonusforyour - 
— . Self-employ 
a iJ Time Assurance double the vesting honus on their 
lI E . Personal Pension Bonds. , 


Ro Time Assurance Society: announce an increase - 
f+ in bonus on their Personal Pension Bonds. . 


giving them a quotation fora Time Assurance Pension 
. Bond. ; 
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Time armos Society ates hive abus beer 


. considered good by those who know about personal: 
- pensions; this latest bonus increase improves them .. 
". Still further and of course it also increases the tax free 


cash sum available at retirement. - _ 
. For examplé a.man aged 40 next birthday pay- 


` ingan annual contribution of £300 can now expect 
-a starting pension at age 65 of £3,008 per annum (an. 


increase of £340 per annum) or he'could take a tax- ` . 


_... free cash sum of £6,698 (an extra £758) and a pension. 
of £2,233 per annum forlife. ^  «. 


So do your self-employed clierits'a favou by 


You'll be doing yourself a favour too: our, 


E commission rates are realistic and take account of the 
- cost of your service. ` 7 ; 


Send the coupon below, for complete agency ^ 


details and a full set of rates s for men and women at. 
. allages.. 


F'T0: TIME ASSURANCE SOCIETY - 


56 Moorgate, London, EC2. Tel..01-628 7548/7. 


Manchester Office : 12A Piccadilly, Manchester 1. 
Telephone: 061-624 7299/061-624 9955. . 


Scottish Office: 6 York Place Edinburgh 1.. Tel: 031-556. 3895... 


I 

| 

| 

| Please register me/us as Agent(s) of Time Assurance Society, 
I and «cdd a supply of Pension Bond teratura p 
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DATE ESTABLISHED. 
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expected useful life of the asset.. 


9. Disclosüre. The amount of the deferred: Dedit should. ^s 
if material, : e shown separately in the balance sheet. It 
should not'be included under current liabilities or- shown 


as part of ; areholders’ funds. The amount transferred to 
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revenue’ ‘heal. if aa be nd disclosed. - 
. 10: Date from which effective. The accounting practices 


set, out: in- -this’ statement should: be adopted as soon’ as’ 
possible and’ regardéd as standard in respect of financial’. ` 
Statements. relating to accounting peruca Begnnmng on. 
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Reassuring the Insuring Public 


ee KENNETH J. BURTON, PLA; 


- | in giving a second nadha to the dishes Ponbsniss Bill (The A ccounient Tp 1st) 
. [p ox members of the-House of Lords welcomed. many of the Government". s proposals. 


E 2 They made it clear though, that they intend to subject the Bill to careful scrutiny during 
the Committee stage, which commenced on February 22nd. 


E In particular, concern was.expressed at the proposal to give the Secretary of State the ' 
TM ae power to proscribe a particular individual as a controller or manager of an insurance 


company, without giving any. reason and without any right of appeal, a pecs to which 


Lord Caccia applied the epithet: ‘Big Brother’. 


T psit EN Companies Bill ; is the first Bill” 
since 1909 in which the law affecting insurance com- 
panies has been the subject of extensive amendment by. 


deliberately! planned legislation.. The opportunity. of the: 


next few weeks should accordingly be seized ‘of assisting .. 


` the Parliamentary discussion of this measure from outside, . 
because past. experience suggests that such. a chance may 
not recùr for a long time. 

The considerable’ changes introduced by Part II of the? 
Companies |Act 1967, so as to prevent a company from ` 


. in future without prior authorization by the Department.of | 


Trade and! ndustry, wére the result of a hasty attempt to 
allay public anxiety over the failure of Fire, Auto and 
Marine. The immediate occasion for the present Bill is 


The. Committee so far has. been. screed, arid critical, 


* Nd, 


M 


. should hold to-meet claims the liability for which it has not 


-yet discharged, and thus be led to treat as.profit and distri- 
bute to its shareholders or policy holders, money which, it ^ 
- Should -have ‘retained. If it'is undertaking life assurance .- 


` business, it may invest its funds unwisely and, to the extent 


Ata ue stage, it may ünderéstimate the reserves.it . 


"e 


that its liabilities are expressed in money terms and not in - 
, terins which merely reflect the value of its investments, it - 
‘may find that it cannot discharge those liabilities. Any of - 
: these situations can arise through inexperience or over-- 
undertaking insurance business of any particular class- ‘optimism, without there a any fraüdulent intent. | 


Criminal records 


The Secretary of State ` may be able'to use his proscriptive: 
* power agairist would-be controllers or managers with known . -> 


the Vehicle and General debacle — a company which did 1 criminal 'records, and perhaps also against would- be ag 
not need to have specific authorization by the DTT for its . managers, with inadequate experience of insurance business. uis 


main classi pf business: (motor. insurance), because it was -The Earl.of Limerick admitted, however, that the power ~ 


have been pec a num class sd mee. 


1966. It is now proposed that the more extensive powers of - 
supervisio hi and intervention which. the D'TT.is able to. 
exercise ph companies requiring specific authorization ` 
should be & plied to.all companies, for however long they ^ 


', ‘ 


What can | o wrong 


It will assist in judging how atil the powers. of the. DTI. 
are likely to be to consider what can lead an insürance-: 


company i to difficulties. First, it.may wrongly assess thé. 


risks agains which ‘it is providing cover, and hence charge 
inadequate | premiums. Sécondly, even if its, premiums .. 
would ‘in 
incautious 


E 


large number of relatively bad risks: Thirdly, it may con- ' 


duct its business extravagantly,.so.tbat its expenses are. 
greater than it had anticipated ang ae 2i in fixing its ` 
- premiums; |, — i JJ E e 


4 


‘the inexperienced. or over-optimistic who, on the basis of 
recent. 'experierice, outnumber those with known criminal 


oa récords. E 
m Apart from the general: powers to be conferred on the. 


already un ertaking this business -before November 3rd, ` might be exercised on:the basis of. information the source. 
` of which could not be disclosed. It is difficult to judge. | 
' „whether such information is likely satisfactorily to identify | - 


, DTI i in relation to all classes of insurance ‘business, the Bill 


contains ; provisions directed especially to the protection. 


‘of the interest'of holders of policies constituting long-term 
business, the most important part of which is life: assurance 


resources to do só, as measuréd by the size of its paid-up 


capital E the.e excess ofi its assets over. its liabilities. Power. 
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; and annuity, business. It is accordingly convenient to con-... 
‘sider separately the- provisions of the Bill which are of - - 
e ordinary course be adequate, it may be «general application and. mone which are of pee only. 
its underwriting, and'so have an unusually ‘to long-term business. - E 
Thefirstof thegeneral t provisions is designed toensure that 
any company undertàking insurance business, has adequate - 
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Xis given in the pill to the Secretary of State to increasé de 
minimum paid-ùp-share capital and the margin of solvency | 


"=, specified in the Bill as a condition for authorization. 


. 4 


Existing legislation about the periodical accounts IE 
_ Statements „which have to ibe lodged by insurance com- 


ce so that the information cari be called for more 
. frequently and more promptly than at present. — - 
Hitherto the sanctions generally available to the DTI. 
. have been a power. to appoint inspectors to investigate a 
d pompany of. doubtful solvency and, if the doubts, are sub-. 
' stantiatéd, to petition for its winding-up. The powers which 


Ey are at present available only in regard to companies specific- 
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ally authorized by the DTI, but which will in future be’ 
capable of application to all companies; include restriction 
requirements that a 
. company ,should limit its premium income to ’4- stated: 
amount or that it should cease to effect new business of a 
` specified description, and a general résidual.power to be 
“used to protect policy : holders from the risk that a cámpany ` 


- may be unable to meet-its liabilities to p or to fulfil their. 


- reasonable expectations. - 

Two new powers which the Bill will, give - will esas (ay. 
- the form and content of insürance advertisements to be 
- regulated and (b) an insurance broker to be required to give 


information to a prospective policy holder about his con- 


.nection with. the insurance coinpany concerned. ‘It is not ` 
." possible to judge what the effect of these poner will be. 


until the regulations are made. 


_Long- term business. 


Perhaps the’ most important provision in nthe Bill of special 
application to.long-term business is the requirement, that’. 
separate assets should be held for such: business. This 
> change will remedy what has been widely regarded for more. 
~ than 50 years to be a defect in the existing legislation which 
- specifically. excludes" the. necessity for doing this. — even 
` though separate accounts and funds have to be maintained 


. for different classes of business. It will.also be possible.for ` 


^ the Sectetazy of State to refuse authorization to a company - 
„to. undertake a "particular: class of business if this would ` 
"^result in its carrying on simultaneously both ince 
_ business and general business — as do nearly all the biggest 
' insurance companies, apart from the mutual life assurance 
societies. ` 

. There would, however, be nothing to prevent a company 


| "setting up.a subsidiary to achieve the same general purpose, 


> but it is to be expected that the DTI would scrutinize care- 
ri any transactions between them so as to avoid the funds 
. of the life assurance company ‘being applied for the purposes: 
^of the general insurance’ company. -Apprehension was 
Medis, by. the Earl of Limerick (Under-Secretary of 


i State, Department of Trade and Industry) about the . 


possibility of anyone obtaining’ control of an insurance 


` ‘company which undertook long-term business and using its - 


; funds for the purpose of acquiring influence over companies 
. in whose shares those funds were invested. It is by no:means: 


' clear.that the- Bill will afford effectivé protection against! . 


as as it seems that the only | power the Secretary of State 
could exercise to prevent it happening would be his power 
> of proscription. ``. 

Qne area in m the Bill is somewhat surprisingly silent 


“will be recovered out of the future premium 1 income of 
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assurance fund of an insurance company. Such expenses, 
can be set off for tax purposes against the income from, and 
the capital gains on the investments of this fund. For a.new 


_ or rapidly-expanding’ company ‘the expenses may exceed, | 
~ panies with the DTT is to bé amended on points of,detail, in ` 


the investment income for some years. - 
While this is the case, it is possible to regard the invest- 


ment income as being earned free of tax. The premium 


„rates quoted for some classes of life assurance business by a. ` 


„company . in this position may accordingly be-based on the - 
assumption that it will earn its investment income free.of ` 
tax; whereas well-established companies and. others which 
have not been expanding so fast have to base their premium : 


rates on the assumption that their investment income, is 
earned net of tax — although they are able also to treat their 
expenses as being incurred net'of tax. New and rapidly: 
expanding. insurance companies can accordingly - offer. 


terms for their'new business superior to those.offered by 
, well-established companies. There are two dangers. First, 
such companies will enjoy this advantage only so long as ' 


. their expenses exceed their investment income: Secondly, . 
- because there is an inducement to, prolong this period, the ' 
level of expenses may be such that it is unlikely that they 


w 


business secured on such’ terms. - 
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The remedy 


| In introducing the Bill, The Earl of Limerick, gaid: 


"The form and extent of supervision “deaigned to reduce the ' 
risk. of insurance failures has changed through: ‘the years, but 
: a modified form. of the caveat emptor doctrine has been the: 
guiding principle throughout. This has usually been referred 
to'as ‘freedom with publicity’, meaning that the insurer norm- 
- ally has more or less comiplete freedom to run his business as’, 
" e thinks fit, but must make available certain prescribed 
‘information to help the policy holder take a view as to his 
likely "m to pay up if ane when the occasion: for iem 

. arises.’ 
. There are various intermediaries between ‘the’ insurer 
and the policy holder — brokers and informed newspaper 


commentators — who have in the past taken a hand in assess- 


ing the significance of this information. With changing: 


- conditions, more and different information is: needed. 


Despite the i increase in the number of brokers and in the 


volume of newspaper comment, it-is doubtful whether the - 
„available information is subjected by these intermediaries. 


to appraisal which is as critical as formerly. | 
dt is, however, important that the sweeping powers' 
already in the Bill, and any others which may be added to it, 


should not be so used as to place an-unreasonable burden 


on those’ companies which conduct their affairs efficiently 
and honestly, and ‘which are. responsible for the vast. 
majority of insurance business. It is important, too, that the. 
granting to the Secretary of State of these powers: should 
not diminish public confidence in well-run companies, 

merely because there is apprehension about the way in. 
which some may be conducted. Nor should the Govern- . 
ment.create the impression that the existence of these 


‘powers, absolves members of the insuring public. from 


exercising due ¢ cure on their own. account. 
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Unified Income Tax 


Advantages and Some Snags 


by GEOFFREY VIELER, F.C.A. 


The unified income tax structure, though logical in its conception, appears 
likely to present accountants and their clients with its own problems. 


ED IED Income Tax (UIT) was introduced in the 
first Budget speech of the present Chancellor of the 
Exchequer, the Rt Hon. Anthony Barber, P.C., M.P., on 
March 3oth, 1971. The Chancellor then said few people 
would deny that Britain's existing system is too cumber- 
some, too complex, and in many respects absurd — 
particularly in having two differently computed taxes, 
income tax and surtax, on personal income. Other absur- 
dities arose from the fact that the present system is 
structured in terms of investment income, with a com- 
plicated pattern of allowances for earned income, despite 
the fact that earned income constitutes about 95 per cent 
of total income charged. 

The clear intention of the change is towards simplicity. 
There is already one indication of success in that field, in 
that we have been told by the Chief Secretary to the 
Treasury (Mr Patrick Jenkin, M.P.) that astonishingly few 
inquiries have been received by the Inland Revenue from 
taxpayers since the 1973—74 coding notices were sent out. 
I am, however, somewhat doubtful whether the full 
political significance of the change has yet been appreciated, 
i.e., that the whole of the financial benefit arising from UIT 
is going to: 

(a) those with earned incomes above £4,000 p.a.; and 

(b) taxpayers in receipt of investment income, e.g., a single 
person with income from investments only of {£600 p.a. 
will pay {1°50 in tax in 1973-74 compared with /26:25 
in 1972-73. 

I must also make the point that only about 14 per cent 
of taxpayers (under 300,000 in all) will be liable at the 
higher rates of tax which will come into effect from 
April 6th, 1974. 

With simplification forming the main plank, this is 
basically a simple paper with three main messages: 

(1) Put to the back of your mind a system of personal taxa- 
tion that has been in operation for over 60 years, and 
replace it with the new system. 

(ii) Accountants may well find this a golden opportunity 
to have a fresh look (or maybe a first one?) at the organiza- 
tion of their personal tax work with a view to being able 
to cope with the much tighter time-table which is 
envisaged in respect of next year's tax liabilities. 

(iii) Above all, clients must be prepared for the new system 
and, in particular, given the necessary warnings, in 
appropriate cases, of the cash-flow problems that are 
going to arise. 


The substance of a paper presented to a recent conference of members 
of the London and District Society of Chartered Accountants. 







Speaking of cash-flow problems, don't forget your own! | 
In most professional partnerships the Inland Revenue arean — - 
unseen participant, supplying considerable working capital — . 
in the form of unpaid income tax and surtax; from early in — 
1974 they will be seeking to reduce these liabilities, with a — 
consequent call on the partnership bank balance. fg 


As the preacher might well say, ‘Will you be ready when  . 
the day comes?’ That day is July 6th, 1974, when the higher | 
rate tax (so far as not already paid) and investment income 
surcharge will both become payable for the first time in 
respect of the year to April sth, 1974. e 


That may sound some way off, but if personal tax work ~ 
wants a fresh look, it is no use leaving it until the last — - 
minute. You might even like to consider having a trial run | 
in respect of some of the relevant returns of income to 
April sth, 1973, which (hopefully) should enable you to | 
iron out a few of the bugs before the new system proper 
hits you in the spring of 1974. ar 

I am not in any way underestimating the ever-growing 
burden on the profession, and on the smaller practitioner in _ 
particular. We are all going to be very busy this coming — 
year with the introduction of VAT, the ‘new look’ corpora- _ 
tion tax, the imputation system, PAYE on net instead of — . 
gross pay and UIT — to mention only items in the taxation | 
field. I am merely seeking to emphasize the benefit which 
can arise from a systematic approach to one's work. | 


- 


A dip into history E a 


The estimated yield in the current year from income tax W- 
is £6,646 million, from surtax £352 million, from capital — 
gains tax {£200 million and from estate duty [409 million, 

a total of over £7,600 million (almost the whole of which is — . 
personal taxation) compared with some £1,400 million from — | 
corporation tax. In other words, individuals are con- 
tributing to the Exchequer about five and a half times as — 
much as companies; yet in our profession, corporation tax — 


rA 


receives by far the greater amount of time and effort. 


When William Pitt introduced the Income Tax Act 1799, 
the yield for several years was under £6 million (ad-  . 
mittedly in very real money) and it was then said it would — 
be a temporary tax, needed solely to pay for the cost of the — 
Napoleonic Wars. | 
Supertax was introduced in the famous Lloyd George 3 
Budget of 1909 and became law in the Finance (1999-10) - 
Act 1910. The rate was then 6d in the £ on incomes - 





M exceeding {5,000 with an exemption for the first £3,000. 


The Special Commissioners were given charge of the new 
tax. 

Why UIT? In the first place, UIT is part of the Govern- 
ment’s reform of the taxation system of the country: 
VAT in place of purchase tax and SET, a new system of 
corporation tax including imputation, abolition of invest- 
ment grants, UIT, and a new look at death duties. Negative 
income tax also looks a distinct possibility. 

More importantly, as the Chancellor said, the present 
income tax and surtax are constructed in terms of invest- 
ment income, which amounts to only a small percentage of 
chargeable income, whereas UIT is specifically constructed 
in terms of earned income. 

The ‘tax credit’ system envisaged in the negative income 
tax proposals could not be introduced without UIT and if 
I may gaze into the crystal ball — and the Government, 
when in opposition, was certainly interested — UIT is 


E . a must if the UK ever adopts the USA system of self- 


assessment. 

It is somewhat surprising that the present system has 
survived for so long. 

Before going any further, may I commend the Institute's 


| E book Personal Taxation by Donald Ironside [The Account- 
= ant, October 26th, 1972], with just one note of caution. 


Quite properly, it does not deal with the elementary aspects 
of UIT but, as the author says in his conclusion: "To some 
extent this booklet has emphasized difficult or unexpected 


features of the new system. That should not be taken as a 


criticism of the unified tax, which, taken as a whole, should 
result in a tax system which is better understood and more 


— easily administered.’ 


UIT abolishes surtax, and the responsibility for all 
assessments will pass to the offices of Inspectors of Taxes 
(the ‘General Claims District’) instead of the present 
Surtax Office. This may or may not be a good thing. In 
my experience the standard of work produced by the 


$ .. Surtax Office has sadly declined in recent years, and those 


of you who have had dealings with Centre 1 at East 
Kilbride will not need to be reminded of the old adage 
‘jumping out of the frying pan into the fire’. 


~  Three-tier structure 


Three tiers of taxation are to be introduced — (i) basic rate; 
(ii) higher rates; and (iii) investment income surcharge. 
There will be no earned income relief, and the basic rate 
(provisionally fixed at 30 per cent) is approximately equiva- 
lent to the present standard rate of 38:75 per cent less 
two-ninths EIR (30:14 per cent) At long last, it may 
hopefully be possible to overcome the very widespread 
misconception that most of the working population pay 
tax at the standard rate — particularly on overtime pay — 
whereas, of course, they do not. 

Higher rates will apply at a gradually ascending scale 
(up to 75 per cent) on so much of an individual's ‘total 
income’ as exceeds £5,000 and investment income sur- 
charge at 15 per cent will be payable on investment income 
in excess of {2,000 p.a. The words ‘total income’ are used 
in section 32 (1) (b) of the Finance Act 1971, but it is the 
taxable income, i.e., income less allowances, on which tax 
will be charged at the higher rates. 

It will thus be possible to bear tax at a maximum rate of 
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9o per cent on the top slice of income, compared with the 
present 88-75 per cent, but only people with very large 
incomes will be worse off, e.g., a single person with an 
investment income in excess of {150,000 p.a. As I have 
said, the gainers are those with investment income, and 
those with earned income of over {4,000 p.a. 

Turning to the legislation in the Finance Act 1971: 


Income tax charged at basic and other rates (section 32) 


Here we find the basic rate, the higher rates, the investment 
income surcharge (IIS) and the abolition of EIR. 

Subsection (3) defines investment income as 'any income 
other than earned income' but subsection (4) treats as 
earned income the income from investments or interest on 
a debt, where the proceeds of the sale of such investments 
or the writing off of such a debt, as a bad debt, are taken 
into account in computing the profits of the trade, profes- 
sion or vocation. 


Personal reliefs (section 33), including life assurance relief 


Since earned incomes and investment incomes will be 
treated equally under UIT (except where the IIS applies), 
age relief and small income relief are abolished from 
1973-74, as is also the relief for additional travelling 
expenses due to the Second World War. The table of reliefs 
as set out in section 33 has been amended by section 66 (1), 
Finance Act 1972, so far as the first three — married, single 
and wife's earned income — are concerned. 

A somewhat curious point arises on the child allowance. 
If you work out the examples in the tables to the Financial 
Statement and Budget Report 1972—73, you will find that 
they have used figures of £170, £205 and {235 in the 
provisional charges for 1973-74, compared with the 
section 33 figures of £200, £235 and £265 — a last-minute 
change of mind by the Chancellor? 

Subsection (3) deals with life assurance, where the relief 
becomes: 

(a) one-half of the basic rate on the amount of the premium; 

Or 

(b) if the premium does not exceed £20, on the lesser of the 

premium or {10 at basic rate. 


(a) gives 15 per cent relief compared with the present 153 
per cent on a post- 1916 policy. 

It is important to realize that all the personal allowances 
are to be given for both basic and higher rates of tax, 
whereas life assurance relief is not a personal allowance, 
and is given in terms of tax related to the basic rate. 

The family allowance ‘clawback’ goes up to {60 and 
will apply to both basic and higher rates (not for surtax at 
present) Broadly speaking, it will pay to disclaim one 
family allowance if earned income is charged at 45 per cent, 
and at 50 per cent if two family allowances apply. For a 
married man with two children under 11, the break-even 
figure for earned income only will be £7,141 but each case 
must be decided on its own particular facts. 


Effect of deductions (section 34) 


Chapter II of the Taxes Act 1970 provides that at present 
all the reliefs have to be given as ‘A deduction from the 
amount of income tax with which he is chargeable, equal to 
income tax at the standard rate on the appropriate amount' 
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surprised. Es 

fter all, these prices are based solely on 
happened over the last twenty years. 
known as inflation. And although 
wages normally rise in accordance, there’s 
one important form of income that’s often 


B overlooked. 


Pensions. 

Now more than ever before, it's vital to 
make sure that retirement savings keep up 
with the cost of living. 


need á elf-employed or Company scheme, is 
. to ns t with Commercial Union. 

Every one of Commercial Union’s 
pension plans is specifically designed to 
comba inflation. 

Take Company pensions for example. 
Last year | Commercial Union offered 
guaranteed returns of 10% including 
bonuses —a full 1% higher than many 
leading pension companies. 

While for the Self-employed the Variable 
Annuity plan has had an excellent record 
since iti:began in 1958. 

Allithanks to Commercial Union’s S 
skill and experience in managing over 
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How much will it cost 
saat in 20 years time? 


hd the best way to do that, whether you 
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Slp fora pint 
ww of bitter? 


9p for 
Ist class mail? 


anew Mini? 


= Other main benefits 
include: full widow’s protection; the option of 
cash at retirement; very favourable tax 
advantages; and the satisfaction of knowing 
that you’ve a plan tailored exactly to - 

your needs. 

Together with your insurance broker or 
adviser, Commercial Union will give you all 
the help you need to set up your pension plan. 

Send for the free brochures today. And 
start making a stand against inflation. 


nal ell shoe Union 
pension plans simple. 


To: Commercial pon Assurance Company Ltd., 
Freepost, London EC3B 3BP. (No stamp required. ) 
Tel: 01-283 7500. 


l agree, pensions should be protected against inflation. 
Please send me your free brochures. Tick as required. 


[ ] Pensions for Companies | 
| ] Pensions for Self-employed | 


NAME 
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£600 million worth of life funds. _ 
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(or words | that effect) whereas we now B y section: 33^ 
` (2) the con endably brief phrase: 2 deduction . from.” 


his total income.’ oe er 


. Section 44 (2) reads: 
"Subject 
_ Acts, [e.g 
“in compüting a person's total income or to be made from ay: 
person’s total income shall be treated'as reducing incóme of’. 
different, descriptions 1 in the order which will result in the 
`, greatest reduction of his liability to income tax’ (italics supplied). . 


Now that im have got interest relief back on a wider scale. 
than heretdfore, most taxpayers. will probably want it to. be 
set off against investment income, in appropriate cases, 
in order iip the surcharge; but for 'those taxpayers. 


a 


to any express provisions a the. income: TE 


. with overseas income, it is necessary to watch out for loss. 
of tax credit relief. ' 
" There N however, one-important exception to this rule: 


subsection (4) provides that for the purpose of IIS, personal 
reliefs are to be set first against earned iricome- and any. 
balance primarily against the slice. of. income (/2,000) 
exempted} from surcharge. ‘This . means that. if éarned’ 
income is; 
, personal lowances would have to exceed £3,000 before. 
they reduc d tlie IIS. 

^ This le ves subsection (3) which re-enacts existing law. 
(a) that personal reliefs are to be given only. after all other 
deductions (e.g., losses) have been, made, , and . (b) that . 
personal reliefs are not deducted in computing age. exemp- 
tion; life assurance relief, dependant's income, : ‘and. LL 
tioning reliefs to non-residents. 






M 


Sections | 96 to 39 | 


Section 3 abolishes three surtax provisions, € one. — P litte: 
practical | onsequence in’ my experience — is “expenses of. 
. Crown sérvants abroad’ and the other two relate to relief 
' where more than a year’s income is received in one year and. 
to rélief in respect of purchases cum div. These are in no. 
way related to the new legislation; one can only assumé 
that in practice they were more trouble. than they -were 

worth, and the Revenue has realized that district offices do: 
not con ain the necessary expertise.to cope. Sections 36 to ` 
39 do not call for comment other than section 39, which. 
fixes the basic rate for 1973—74 at. 39 per cent unn Tari. : 
, ment ‘othe rwise determines’ — x 


M 6— Consequential ‘amendments’ "E 
With no fewer than 93 paragraphs, this is a TEE 
schedule, but the great majority are what may be termed | 
'minor consequential. amendments’ and I. will. content. 
myself by ‘highlighting some of the more, important." 
 provisior 7 

Paragraph 3- : Dates of Sanini Higher rate tax arid ITS: 
will be payable on or before July 6th’ following. thé year | for 
which iți is assessed, or 30 days'after the issue ‘of the notice: : 
-of assessment, whichever i is the'later. — 







ductions may be made wholly at rates above the basic rate}. 
and provision is made for PAYE tables to be constructed . 
so as to|take account.of both the basic and higher rates: of 


means that deduction of higher rates of. tax Will 
on the first pay-day after April 5th, 1973» Ta 
hockt to the unprepared. . 5 ge 


commen 
will be 


LE 





|, losses against profits], any. deductions allowable: | 


ay, £1,000, with substantial investínent incomé, ~. 
highlighted i in The Accountant of February 8th. I would . 


ph 25 - PAYE. Where p E PAYÉ de: - E 


e also means ae i say,: a 'bonus. een to March; 318t. 


1g; is paid at Jüne 30th, the top higher rate applicable théreto: 


will be:dedücted; and: any temporary overpayment; icapsed 


x ` -thereby will only, come back to the taxpayer by. reductions 


2 


in his PAY E for the remainder of the tax year... E. 
Paragraph. 40 — - Building Societies. Dividends aadi interest! 

: fróni section:343 societies are to be treated as net of basic 

rate only; i in no circumstances is such notionally deducted 


„tax repayable, but it will be allowed as.a credit where E 


rates are involved and'also in claims: for marginal age | 
exemption rélief. The actual amount received can. be used 


— to'cover charges.in appropriate cases. 


' Paragraph. 46 — Relief. from income tax on certain savings. - 


bank interest, At present the exemption applies only to” 
income tax, but in future; the first £21 of such interest will 


. escape both basic and. higher rates and also HS. 


! " Schedule 7- Transitional provisions 


Paragraph 2;is worthy. of notice in that it provides that free ` 
.of tax covenants and the like are to be grossed up at the 
basic rate ofily. .. 

The impending financial dtas of charities have been . 


liké to` putin a word for the Chartered Accountants’ | 


Benevolent Association (CABA). In 1971, CABA had an | 
;ineóme deficit of over £5,000 and in future this- can “only 
‘increase without more income. ‘The available funds are 


extremely. well managed and ‘distributed with the utmost 
care, and I feel that the present deficit is a reflection on a. 
' body such as: the English Institute, which has over 50,000 ^ 


. members. I-would also remind you that a free of tax coven- 


ant out of earned i income will cost the taxpayer less in 1973— 


EIR.^ 


-Tax planning . 


The higher’ rates Sand HS. T ub to ‘an individus 
and with a basic’ rate of 30 per cent there will be an added - 
incentive to-hiving off the income of high-rate taxpayers 
‘into trusts and settlements of one form or another. ` 


A trust can be (with appropriate authority) a member of 


a partnership which, taxed: at 30 per cent.only, will pay .. 


less tax than if the trust carried on operations through a . 
company, . particularly with the new corporation tax system 


which will penalize retained profits. 


- In appropriate cases, trusts can become ‘limited partners’ ' 


, E 'once -the active partners have been properly re- 
-` munerated;; .the ‘balance of the profits can go to the limited . 


ee 
It must: not- be forgotten that/ thé ‘Finance Act 1969 . 


^ 


- 


"74 than i in, IEDF £10, as » against $I II:4 with swo ninihi 


e; 


However, the proposed bias in favour-of trust income ES 


‘seems too good to last, and it will be interesting to see | 


whether thé-Chancellor has anything to say about it when hé 


opena his famous eapaten case on March 6th. 


"Machinery: of assessment. 


‘One would have hoped that the centralization of es is in : 


effect income tax. and surtax in. what is to be known as the .. 


‘General Claims District would lead to the issue of one — 
" and only one —-notice of: assessment annually, but this. 


» 
' 
We,’ 


w oí, 
a 


—-— 


* ` 
GA p 


. imposed possible. estate duty liabilities not. heretofore `~ 
“existing, in- the casé of ‘accumulative settlements. 





- 
- 


po 


ES 3 
" * 4 
278 i 
a D " 


seems: unlikely, especially where unearned income is 
involved: - 
(a) Earnings, profit and unearned income not taxed at source, 
will be charged to basic and higher rates. 
(b) Investment income taxed at source will be charged to 
higher rate and IIS, and unearned income not taxed at 
' ^ source to JIS. 


Now let us look at surtax for 1972—73 and the eun for 
deferment provided by section 24: this is not part of but a 
by-product of UIT. 

In a perfect world, TA section would not have, been 


` . necessary because taxpayers would have made suitable 


provision out of earnings as they arose. However, few 
people take this precaution, and something had to be done 
to meet the problem. 

There 1s no automatic relief — you must make a claim, 
and this claim can relate to all income except that which is 
subjected to deduction of tax at source; the tax deferred 


" must amount to at least {100, which means that {150 


of surtax is involved. Finally, the.tax must 'not be in 
dispute’. 


. Having satisfied all tess conditions, payment of one-. 
third of the surtax is deferred to January 1st; 1975 and the 
. final one-third to January rst, 1976. It follows that it will 


be 1976—77 before a taxpayer who claims surtax deferment 
will enjoy a normal income after tax. 
No interest is charged on the deferred payments, but 


` _ will apply to the new deferred date in the usual way if not 
‘`. paid on time. 


Earned income and other personal reliefs (section 28, 
Taxes Act 1970) are deducted in computing the surtax to 
be deferred, but other deductions are treated as first reduc- 
ing income ‘which has been taxed by deduction. Provision 


: is made for dealing with husband's and wife's earnings 


separately. 
Let us now turn to the cash-flow adiing of UIT: 


. (9) "With PAYE including the higher rates, the new 
system will commence to bite from the first pay-day 
after April sth, 1973, i.e., some 21 months earlier 
than the surtax would have been due under the 

- present system. Even when you get to the last pay- 
day of the PAYE year, the extra tax has been deducted 
nine months earlier than is now the case. 

. (b) Taking unearned income taxed at source for 1973-74, 
surtax would have been payable on January Ist, 1975, 
but both the higher rates and IIS are going to fall 
due by July 6th, 1974, nearly nine months earlier. 
If not taxed at source, e.g., Schedule A, higher rates 
will be due on January ISt, 1974. 

(9 ‘Trading and professional profits of 1972 on a prior 
year basis would be assessed in 1973—74 with income 
tax due January xst and July ist, 1974 and surtax on 
January ist, 1975. In future the higher rates (now a 


due on January ist and July rst 1974, which means 
that the higher rates have been brought forward by 
12 months and 6 months respectively. In the case of 
sleeping partners, the partnership will also be liable 


- for the IIS, 


Te is-perhaps worth mentioning that clients receiving 
income under deduction of tax at standard rate (38-75 per 
cent). should. be..reminded, where appropriate, that the 
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March Ist, 1973 
decreased basic tax charge of 30 per cent does not provide 
a bonanza for current expenditure. 


Personal tax work 


From discussions with members in practice, I have found 
very divergent views as to whether the introduction of UIT 


- calls for any speeding up in the submission of tax returns. 


I havé therefore looked up what was said on the subject 
of the new time-table by the Chief Secretary to the T'reasury 
(Mr Patrick Jenkin) to Standing Committee H in June 1971. 

In the first place, the Chief Secretary made it clear that | 
‘in the first year or two’, it was accepted that many returns 
would not be filed in time to raise assessments with tax 
due for payment on July 6th; but he added: ‘Nevertheless, 
it would be of advantage to us to insert a due date which, 
we hope, will eventually be attained.’ 

Mr Jenkin then made it quite clear that it would not be 
the intention of the Inland Revenue, in the early years, to 
raise estimated assessments on any substantial scale. How- 
ever, he was equally insistent on the desirability of attaining 
the July date, or somewhere near the July date, within a 
reasonable period’. 

Finally, the Chief Secretary referred to the dexibility 
which the Revenue customarily exercises in its dealings 
with different taxpayers. While some might- find it con- 
venient and easy to deal with their tax returns promptly, 
others — because of the complexity of their affairs — might 
find it necessary to take a little longer. and would be given 
reasonable latitude by the Revenue to do so. He ended, and 
I emphasize: ‘This is not intended in any way to be an open 
general licence to delay bayment of tax until the last possible 
moment,’ 

. We shall have to wait and see what happens in practice 
but, for myself, I am convinced that there will have to be 
a gradual speeding-up in the submission of personal returns 
in years to come. At the same time, where delay is inevit- 
able, prior notification to the General Claims District of the 
anticipated date of submission will doubtless oil the wheels. 


Conclusion 


The advantages claimed by the Government for UIT are 
set out in paragraph 12 of the White Paper Reform of 
Personal Direct Taxation [Cmnd 4653, The Accountant, April 
22nd, 1971], and there is no need for me to repeat them. 

The disadvantages are not listed in similar fashion, but ' 
everyone paying other than basic rate tax is going to have 
cash-flow problems. Those of us in practice are equally 
concerned over cash flow, but we also have the problem 
of the speeding up of the work time-table ending in thé 
raising of assessments for higher rate tax and IIS. Where 
clients have more than one employment, we are going to 
have to make sure not only that we are advised of changes, 


but that we have passed on the details to the General 
` partnership liability), as well as the basic rates, will be . 


Claims District and the necessary coding adjustments have 
been made. If we don’t keep up to date with detail of this 
sort, under- and over-payments will arise more frequently, 
and tend to be larger than they are today. 

Finally, with the UK as a member of EEC, we shall be - 
expected to become good Europeans in more senses than 
oné, and that means moving our traditional fiscal year to 
end on December 31st — an upheaval which it is thought in 
some quarters could well take place before 1980. I wonder! 


Ld L4 = wr E i r 3 
- ` 
n D E 4 
` 1 . , E * hi . 
i Y 4 ‘ ` 
m n x : à X r . 5 ` * * 
: ^ ` . = 
: i us 4 t. 1 . x £g a -c. ae f 
ho UC . EIC EE e is - i T. 
xdi t i: - . - fo. yo $ ^ a ° 
B " E wr E “a .f 4 E $04 " 
- > 2 E ats - 7 my 
T + s à + 
` A * : ~ x 
- f P " ` m 
- 
i * e. E 


LETTER FROM AMERICA. 


-€——— — 


Accounting fc for. Oil 
| 


| 
I 7 a , B 
di - From Our New York Correspondent 


AS Britain approaches the day when much of its oil 
as well|as almost all its gas are drawn from its own 
N orth Sea reserves, the accounting techniques of petroleum : 


companies, will become a matter of major concern to the ` 
practitione He is therefore likely to find much food for 
thought in|the latest edition of The Petroleum Industry, . 


an annual|survey covering the finàncial reports of thirty 


 : leading companies, but this year supplemented by an. 


analysis of| fifteen. smaller companies — inclüding seven 
‘independents’ and five drilling companies in addition to 
Home and, Husky from Canada and Total from France.! 


This newly-issued survey leaves the impression that the. 


problems troubling the profession on both sides of the 
- Atlantic have not yet greatly altered the established forms 
of petroledin reporting. There are references to.the higher ` 
payments | demanded by oil-exporting countries, to the 
. worsening gas supply situation in America, and to the effort 
to cure the symptoms of inflation through the wage and 
price conttgls applied by the Nixon Administration in 1971. 
' But, for i in tance, rio attempt is made by these companies 
to providé supplementary information on the effects of 
. constructing financial statements on historical rather than 
purchasing |power values. 

The ro er cent devaluation of is United States dollar 
has added greatly to the importance'of thie survey’s findings . 
on 1 foreign exchange fluctuations. 


Problems f unstable exchange rates 


In recognition of, the instability .of all exchange rates in a 
period w 


Half the large companies studied specify the current/non- - 
current — 6 monetary/non-monetdry — method’ as their: 
preferred : | procedure for translation - and" explain their : 


treatment |ó f the resulting adjustments. Exxon and Con- . , 
^ tinental re ie their decision to defer and amortize, father 
than include the adjustment . in income, as ‘a change | in 
accounting principles. 

Eight co panies treat the impact of foreign. currency 
realignments as-an extraordinary item. Other extraordinary 
items include sales or write-downs of assets, discontinuance 





of operatio — and a provision for contingency. The use of 
14 Survey ofi Financial Reporting and Accounting Developments in the 
Petroleum Industry; based on 1971 reporting and available on request. 
from Price Waterhouse & Co, 1251 Avenue of the Americas, New York, 


NY 1ooog, USA. | 


more and more countries are allowing their ' 
currencies {to float, more attention is being paid by oil. 
companies to problems of foreign currency translation. ` 


this type. ot eni is on jas increase — twelve of the large 
Companies, included extraordinary items, against eight in 
the preceding: year. Yet only four companies próvided a 


, reserve against the presumably great risks of foreign 


. Operations. Contingencies recognized include lawsuits, oil 
leakages and regulatory exactions — both by the Securities 


and Exchange Commission m by the Internal Revenue. 


Service. 
Tax reporting remains a difficult’ area for these com- 
panies. Only four of them show federal income tax 


, separately, and’ only one of them shows separately the very 


large sums that are typically paid in foreign income taxes. 
Tax allocation is widely adopted and explained; the most 
frequent timing differences result from accelerated de- 
preciation, employee benefit plans and amortization of non- 
productive. awe (as distinct from depletion of productive 
properties). 

Consumer and excise taxes, wich cannot be deferred 
or otherwise adjusted like income tax, are included in sales 
revenues by about half the large companies. But most of 
them provide information on the size of the huge sums they 


. have.to collect under this heading for the various govern |) 


ments in whose territories they operate. ` : 


5 -— 
"s 


Thorny i issue. : 
A particularly thorny issue, and one on which the Financial 
Accounting Standards Board expects. to. sperid many 
months, starting in March, when its new headquarters in 
Stamford, Connecticut (not Greenwich, as inadvertently 
stated in the ‘Letter’ in the January 25th issue), gets under 
way, concerns the method of accounting for lease acquisi- 
tion, exploration, and development drilling costs. 

Lease acquisition costs, as when the equivalent of sonie 
£350 million was spent on acreage in northern Alaska in 
1959 and £700 million off Louisiana last year, are invariably 


capitalized and later written off or charged against income.  - 
The overwhelming majority of the large companies charge . 


non-productive exploration ‘costs (and often all other 


i) ; 


- RA 
yu 


exploration costs) against income. Developmient drilling | ` 


costs are given the most conservative treatment by Sun.and 


. Superior, which charge them in the year of expenditure; 


most of the other large companies charge only the non- 
productive costs, while capitalizing the rernainder. 
As pointed out in this feature on. February 1oth, 1972, 


many companies espouse a much less conservative approach - 
to this issue. Füll cost accounting, according to which all- 


exploration and development costs are capitalized, is used 
by only four out of the thirty large companies studied, but 


by most of the smaller companies covered for the first time. 


‘in this year's survey. 


‘reserve discoveries remains impossible to gauge from the 
annual reports. of many petroleum companies. Yet changes 
in-oil and gas reserves provide the most telling index ofa 
company's strength and of its success in meeting. today’ 8 
X vemerging-energy shortages. It is, therefore, encouraging 
to note that more companies are providing quantitative 
data on reserves, even if some of the information is still 
-buried in supplements to annual reports. ‘More than’ half 


the thirty large companies studied now back up this type of . 


information by showing the geographical paturon of 
their activities.. - 


The effectiveness of their exploratory effort in ternis of ` a 
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-Is There a Crisis? 


by LARRY TRIMBY, F.C.A. 


e WE are warned by the latest London and Cambridge 
Ec 


r n 
4 
Ve 
‘ 


onomic Bulletin that Britain may run into a £1,000 
million -balance of payments deficit, and that a tight 
.. squeeze on personal spending may (yet again) become 


^' necessary. At the same time, the Central Statistical: Office 
|" reports a visible overseas trade deficit of £700 million for 


1972 — an isolated statistic seized upon by the com- 


. munications media. 


“Mo mt 


However, it is nnd that the Gul faible method 
by which such information can be judged is to deduce the 


state of the economy from. trends, not over a few months, 


but over years and a long span at that. Accordingly, the 
- accompanying tables extracted from the United Kingdom 


Balance of Payments, 1972 (published by the Central , 


` Statistical Office) and dealing with the eleven years 1961 to 


P 1971 reveal the following information. 


The summary (Table 2) takes into account the overall 


`- trading flows both in the private and public sectors, and both 
. on current and on capital account. Hence, to arrive at a clear 


picture of the trading situation, it is necessary to aggregate 
the series Covering the period (a feature not provided by 
“thg E 


s 


Trend dramatically turned 


` Taken in isolation, of course, the now notorious crises 


." of 1964 and 1967 can be seen clearly. The net outflow of 


r* ~ 


— £695 million in 1964 was followed by a series of outflows 
from 1965 to 1968, which culminated in that year in 
“£1-4 milliard! and aggregated £4 milliard since 1961. But 


this trend was dramatically turned round in 1969 (+ £743 


. million) rising to £3:4 milliard in 1971. So that at the end 
. of the series in 1971, there is, in fact, a surplus of peany 
| £16 milliard. 


It is suggested that against this background, the London 


ET eand Cambridge ‘Economic Bulletin’s forecast of {£1,000 


million deficit in 1972 is by no means so serious as it 


appears, taken in isolation; there is still some [600 
‘million in hand, an indispensable asset as the economy 


tries to grow, which will necessarily bring with it growing 
import bills until the cycle is complete and the inevitable 
surge in exports follows. (There is not room here to go 
back to 1952; suffice it to say that the total inward trading 


: "flow from 1952 to 1960 amounted to £469 million net.) 


-7 


There are, however, important features shown in 
Table 1. The cost of visible trade imports has more than 


, doubled (£4,043 million to £8,491 million), due not least 
to devaluation in 1967. While exports have been buoyant, 


! A milliard — {1,000 million. 
i 


E ACCOUNTANT. 


March 1st, 1573 7 


reaching a record joo millisnd in I97I, it is the cost of 
imports which affect the cost of living. - 


Government services and transfers, the highest of the 
outflow items at £4-8 milliard over the period, have shown 
a rising trend from £332 million in 1961 to £527 million 
by 1971. Such services include military expenditure over- 
seas; administrative and diplomatic costs; grants to de- 
veloping countries; and subscriptions and contributions 
to international organizations. Of these, military expenditure 
and economic grants in 1971 amounted to £319 million 
and {112 million respectively. . 


By the reverse token, the highest contributors to the 
inward flow from overseas are the interest, profits and 
dividends arising from investments in the private sector, 
at £6-4 milliard. This is a net figure comprising (in 1971) 
£1,321 million inwards from investments overseas and 
£652 million to foreign investors in Britain.- Clearly the 
UK investment programme overseas should be encouraged 


— and; next in order, the services sector contributing £471 


milliard. 


"Ihese figures sudes the need, not so much for 
cutting back expenditure — particularly government spend- ` 
ing overseas — as for the United Kingdom privaté sector 
to be given its head, particularly in the investment and 
services sectors. 


Misleading and damaging 


It is urged that the continual focusing of attention on the 
visible'trade pattern is both misleading and dangerously: 
damaging to national morale. In the period shown it is 

not until 1971, with open credit facilities available as a 


‘whole, that there is a substantial visible surplus in trading 


of £299 million. Apart from 1970, no such surplus is: 
shown since the war. The country is indeed sustained by the 
financial and service sectors. 

It is self-evident that the UK private sector must function 


at a profit to remain in business, and to provide the re- 
sources for the public sector. It is perhaps, however, over- 


. looked that the public sector becomes a printer of money 


if it functions beyond its total income from taxation and 
other sources. The National Income and Expenditure Blue 
Book shows clearly that since 1961 the public sector has 
consistently overspent its resources, by £8:3 milliard up : 
to 1968: for the first time since the war a small surplus 
was shown in 1969 of £476 million. Quite clearly, it is 


` submitted, here is the cause of inflation and of the deteriora- 


tion in the value of the £. 


Private actor pillage 


So far as the private sector is onene, it has been 
pillaged of resources over a long period. Since 1961, of the 
total income from production, the share taken by the 
State in taxes and levies rose from 12 to 23 per cent; 
that taken by employees fell from 7o to 65 per cent (we 
may well reflect on the underlying cause of present un- 
rest); that taken by employers from 18 to 12 per cent (we - 


may likewise reflect on the present stagnation in investment). 


There are, itis suggested, remedies to the present apparent 
tmpasse: to divert the major part of public sector capital 
spending to the money market and cease to make it a call on 
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| pm taxation revenues; And to use public sector revenues only for 
, -«. the purpose of defraying expenditure’ on current account. 


Lo. "The public. sector would then cease to print money .and 


"inflation would be halted. The money DE would have 


."« X been cut back in the right area. 


2 Purchase Tax. Rebate 


"MU NC M 
a“ ^s w 


` The tax thus saved (of the order of £5 miliara per. year) 


E E could be. used to reduce the cost 9: living by SRM duties - 


“ACCOUNTANT - et a ES 


[| | ese Jst; 1973 
X [E 


on articles in oo use such ; as Seed oil and alcoliol; and 


by. reducing: the coming rate of VAT — which, like purchase 
tax, adds to the cost but not to the we of articles, and is 
therefore inflationary. . : 
The. private sector which, with ‘the’ exception of the" 
nationalized industries, is the sole source of wealth, must 
in this writer's view be given its head if Britain is to survive. 


~ 
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ISTRIBUTION of VAT: notice No. 748 ‘Rebate scheme 
for stocks which have borne purchase tax (or Revenue duty)’ 


‘~ has commenced to all VAT-registered traders who, according: 
.., to their trade classification, appear likely to be affected. Registra- 
sa. tion, as previously. emphasized, is an essential prerequisite to 

Ma claiming: the rebate: : 

‘ .- ' In addition to registration, the claimant is responsible for 
:.' establishing the total of eligible goods in stock at midnight on 

. March 318t, and for the accuracy of any stock records used. for 
=, that purpose; the Commissioners of Customs and Excise may - 
. . „require to bé satisfied that the methods used by a claimant are 

^. satisfactory. According to VAT notice No..748, a claimant whose 

‘accounts are normally made up to March 31st may base his 

'- claim on procedures similar to those;used for the purposes of the 
< ‘annual accounts, but ‘where a claimant does not have properly . 
X audited accounts, a physical stocktaking will be essential’, 


“Rebate may be claimed on goods ordered but not delivered 


i J $ to the claimant's premises by March, 31st, provided that’ the: 
price payable to ‘the supplier includes purchase tax. Góods . 
 appropriated on sale to a particular customer but not removed 


from the claimant’s. premises by March 31st may also be 


- inéluded in the rebate claim, provided that the customer has not 
B , paid for the goods i in the ordinary. way of business by March 
D 31st, and the price charged to the customer includes VAT. l 
.. --Cüstoms and Excise have also published the outline of a 
^ rebate scheme for goods such as beer, wines and spirits, tobacco, 
:, mechanical lighters and matches, which have already borne 

‘revenue duty, .in the event of reductions being made in these 


duties to compensate for VAT. The amount of any such rebate 


-t'*, "will apply only to goods owned and held as trading stock by a 
oe registered VAT trader, and remaining unsold or unappropriated 
' “to the trader's own use at midnight on March 31st; and will be ` 


based on the difference, if any, between the rate of duty 


. ` applicable at November 7th, 1972, and such other rate as may 
^ be introduced to: compensate, either wholly or partly for VAT. 


er VAT and Marketing Methods | 
ux O one knows precisely what effect VAT will have on 


marketing activity. While there have been -countless 


x P "prognostications on the effect of the tax on markets, no guidance 
*' has so far been offered to those marketing consumer and 
| "industrial goods and services on what they must do to, meet the 


impact of the tax. 
For what appears to be the first time, a team of- leading 


research executives have been prepared to come out on' a limb - 
- and say what they think will happen and what marketing men 


must do both to explóit the new opportunities presented by the 


‘tax and avert the threats which will emerge. The monograph, 


entitled VAT and. Marketing Action, published. by Industrial 
Market Research Ltd, points out that, if retailers selling largely 
zero-rated or exempt. goods decide to drop taxable goods. to 
simplify their operations, a vast number of accepted outlets for . 
such goods as cigarettes, confectionery, hosiery, greetings cards, `- 


` gramophone records and other items will suddenly be lost. For a 


manufacturer who depends on mass distribution as a vital. 


' marketing tool, the. world will be turned upside-down and his 
'" whole marketing strategy and ‘appropriations will require 


complete restructuring. 

Other effects of VAT on markets and on marketing will not 
become obvious until the system has been operating for some. 
time. The paper suggest that, in addition to the well-publicized 
effects on prices of consumer goods, VAT will also have a 
fundamental impact on the structure and pattern of retailing, 
intermediaries and the use of services. In terms of marketing 
action manufacturers will have to re-examine their advertising, | 
special promotion schemes, personal selling, pricing, distribu- ` 
tion and market research in the light of the tax./ 

-The paper stresses the need for a totally objéctive. reappraisal 
of marketing methods and mix, surveillance of the market place 
and:an intelligent, creative anticipation of change and how it 


might be manipulated to the advantage of the company. 


Commodity Terminal Markets 
ERTAIN transactions within ten commodity terminal 

markets will be.zero-rated under the terms of the VAT 

(Terminal Markets) Order 1973. These aré ‘futures’ trans- 


‘actions’ which involve a member of the market, and agency 


charges by market members: in connection with such : 
transactions. 
"'The ten markets to which the order (SI (1973) No. 173) . 
applies are the London Metal Exchange, Rubber Market and 
Silver Market; the London Cocoa, Coffee, Sugar, Vegetable 
Oil and Wool Terminal Markets; the London Grain Futüres ` 
Market; and the Liverpool Barley Futures Market. Copies of ` 
the, order are available from HMSO Or through booksellers, 


price 3P (sip by pe. 


Commission on 1 Share. Issues | 


EMBER firms. of the Stock Exchange have been advised 

by the Council that allotment commission paid to banks 
and stockbrokers on new issue applications will be subject to . 
VAT. Any jobber receiving allotment: commission which — 
together with other taxable items such as underwriting com- — 
mission — amounts to more than £5,000 a year will need to 
register for VAT. : 

Jobbers have been recommended, for the future, to claim the 

commission due on their.own applications, rather than 
arranging for brokers to receive it on their behalf and pass ` 
it on. This, in the Council’s view, will avoid any risk that both 
the broker and the jobber might be liable to pay VAT on the 
same commission. 








N ORTHERN FOODS, the subject of this week’s reprint, 
used! to be Northern Dairies. As Northern Dairies the 
company| had one non-milk subsidiary in the form of the 
Beverley ‘Bentinck instalment credit organization. But last year 
there was a rush of acquisition blood to the head and close on 
7 million ordinary shares and just over £7 million of 6f-per cent 
convertibl loan stock were issued for the acquisition of Park 
Cake Bak ies, Smiths Flour Mills and the Hull Brewery Co. 

These bherations entailed the setting up of two new divisions 


~- one, obviously, being the brewery company, and the two other’ 


companies were combinéd to form Northern | Cake & Flour. 
What these additions put into the past ‘year’s operations is 
shown clearly enough in the following figures from the directors’ 
report: || ' 


M 


Northern Dairies 


T1 . £000 £000 
i Milki d milk products ; 46,092 . 2,309. 
Beverley Bentinck 


Instalment credit, industrial banking 
and|investment management . 24,105 ° 1,794 


(19,929) (1,131). 





Northe Cake & Flour 
Flour, confectionery and milling 4,242 160 
‘The Hull Brewery Co 2,190 472 








S DS 477,229 £4,735 
H ` (£59,907) (£2,864) 


Lm m 1 





The latest figures, however, only include six months from 
Park Cake) Bakeries and four months from Hull Brewery, and 
^nothing.from Smiths Flour Mills since that company was only 
acquired ; few weeks before the end of the financial year. 


Prime mover 


During the current financial year the expansion process has 


been taken! further with the agreed acquisition of the Bristol 
Merchant] Group- operating an instalment credit and banking 
business through 15 branches mainly in the South of England. 
'This, plus Beverley: Bentinck, will give Northern Foods' 
financial division national coverage. The Bristol Merchant deal 


is again a Bi eable operation, with the terms valuing the Bristol 


equity at some £5 million. 

~ Prime mover in the expansion of the new. Northern Foods 
organization has been the energy and acumen of the Horsley 
family. Nicholas Horsley is now the chairman. The trading 


rock on which the group has been ‘built is a strong connection 


with Marks & Spencer. ‘That link was originally on the milk . 


products side and has been developed through the expansion 


of those products and the move further into the food industry . 





, through Park Cake Bakeries (already a Marks & Spencer 
supplier wi en. acquired) and Smiths Flour Mills whose speciality 
is cake flour. 

On the {past year’s operations Mr Horsley, in his statement 


with the accounts, makes the point to shareholders on the rise | 








see 
$ ^. + 2 L] 4 4 
T : ` pet S; Er i N Di ei: 
4 $. 5 r 
. 4 = 
` e 1, ` ` D "T va A . A - | ' + 1 
a > 3 n » 
«T " Jl. 7 a . > * Z F r 
: - d e: " : m bs LÀ - ud n T, Met » " : 283 
1 h E to: je S67 eo * ta . 
tato > * E * 5 NX» US 
f * bra E * . ` . 
* . E d 
i = ` È 7 at ` 
X w B : 7 
e. 
" - 


Turnover Profit | 


Northern Foods earnings 





Q0 


i 


" Impressive Growth. of Northern 


^. Foods 


from £2:77 million to-£4:51 million in profits that “if the loan 
stock interest were.deducted your group would still have made 
over £4 million pre-tax profit as opposed to last year's figures. 
This organic owe occurred in almost all sections of the 
oun! k 


Widespread 


The dairy division is an extremely adep organization, 
„apart from being the third largest milk concern in the UK. 


Milk bottling plants are operated in the Midlands, the North, 


Wales and Northern Ireland, supplying around 60 retail depots, 


1,000 milk rounds of the company, and serving a similar number 


‘of independently-operated rounds. 


On the manufacturing side, the Dale Farm range of cream, 
yogurt, desserts and mousses is manufactured in Ledbury, 
Rotherham, Belfast and Hull, with butter, condensed milk 
chocolate crumb.and milk powder at Spalding Moor, Settle and 
Ballycarry. There is a large ice cream plant in Belfast which 
caters for 75 pet cent of the Ulster market. 


It is interesting that Rowntree Mackintosh, tbe chocolate ud l 
"sweets group that is moving increasingly into the food business, . 


comniands some ro per cent of the Northern Foods equity and 
does so on an investment basis. At least that is the present 
position, but an investment basis has been known in the past to 
change its character and become a bid basis 

Both internally and by acquisition Northern Foods has grown 
impressively in the past five years, but on the assumption that 
growth — under less favourable conditions — may not necessarily 
be sustained, the company's shares:have suffered heavily in the 


equity shake-out with the price back from 200p to the rsop level. - 


Earnings growth 


Earnings rose from 6-69p to 8-93p a ue in. the m ya 


and naturally Mr Horsley is confident that earnings per share 
will continue to grow this year, although just how the problems 
of Phase T'wo and a changing milk price structure through EEC 
entry will affect dairy profits is difficult to judge. This year milk 


and dairy products will contribute about half the group's turn- _ 
over and profits, and as such will still be the biggest single part. 


of the órganization. i 
Current trading is described as ‘very good indeed’ over the 


^. whole group and'a strong cash position should obviate the 


necessity for raising further capital in the foreséeable future. 
Writing his statement before the break in the share price, 


: Mr Horsley said: ‘Our intention to see a quotation for Beverley 


Bentinck has been postponed, as the group’s re-rating on the 
Stock Exchange means that it would not at this time be in the 


-shareholders’ interésts to float this part of the business off.’ Mr 
‘Horsley was then looking at a share price that had quatum 
- since October 1970. 


There is still the best part of xin quadrupling left and the 


. market may be thinking more conservatively in potential 
terms than Mr Horsley and his 
colleagues probably are. There have been forecasts of;current . 


t. | 
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Sd wide pe D n j < ' I 
x year earnings of top a haie- - an dec shidh, it can TU 
it us would' not satisfy the Northern Foods directóre, particu- : 
joa in view of the co-ordination benefits which are considered | 


.to exist within the | organization. "USC uS. ts ^ 


ta it t ` ` t à ` 
ur " ? 1 D : a J 





) 
dE Um “IMPs to become Imperial: Group EY 
Vu ` 


{fully informative, but such has been the change i in the make-up , 
"tat the organization that the parent company’s name-is to be. 
> e = “Shine simply to Imperial Group, with the title Imperial. 
. Tobacco used only by the tobacco division. During the current ` 

 (finiancial year that division is still likely to be the majority. 
“earner of group profits, but the acquisition of the Courage 
teas concern. has considerably increased the level of non-. 
E tobacco earnings. 
‘Had the Courage profits for the financial year to the end of : 
. January been added to the original Imperial Group's profits for 
' the year to'the end of last October the profit split would have- 
" te been 59 per cent tobacco and 41 per cent, non-tobacco.: One ' 
z :more major acquisition oùtside the tobacco industry would — 
SUE with the growth of. existing non-tobacco earnings — bring the 
f ; profit split close to the 50-50 mark. < 
5 b ‘Inevitably there are various propositions being discussed and 
5 : considered for development both in the tobacco and non-tobacco . 
v ^. interests. The latter, incidentally, as well as Courage, include a: 
am "major food division. comprising the Ross, Smedley-HP Foods, 
| Young s Seafoods, Nitrovit and Golden Wonder organizations, | 

































































:a.paper board and packaging division that does the bulk of. its” ipud: unu c ee ee a PE s 
i" business outside the group, as well as- distributive and general. Hubs t ber |o qv ' : 
3 trade interests. . | 29ch January 4973, 5777000 0002 0270 
prs bog "ue 9 uU NE ANE a oand IE ES - 
u : , NORTHERN FOODS LIMITED , gk Be ig 2 E 
E. | i» | 3 
b ; CONSOLIDATED PROFIT AND Loss ACCOUNT CONSOLIDATED BALANCE SHEET e 
T "FOR THE KEAR ENDED 30TH SEPTEMBER 1972 ITH. SEPTEMBER 1972 | 
470 ae h- à 2 
r E | ^o 4m ien n EN | 1972 1971 
i coe 0277 0 0 ys) Notes £'000 | . £'000 — £'000 ` £000 | Sources of Capital |. > , Notes. £000- £'000 £000 £000. 
v SU. Turnover fux. T ET ge 0129 | . £59,907 | Ordinary Shere Capial ——- 6. 8,438 5,505 
os ae " o 9- 4 .| Reserves- , 7 1892 . 6,052 
MOS - "Trading Profit Aes : 4,547 >. 4 2,764 ` DO: ; : ip "EN uM. : —_ 
a ‘Investment income—Quoted "n 167 - ^" ` 91 . f 47,230 11,557 
Lave. range CPU . Unquoted  , ~“. 21. 9. . E Bratatanc Share Caples | 208 ': . 208 
MEL P ET 188 ` E 100 | Minority Interests, eS 257° o, 196 
» Loan Capital o ,., .' 9,656 2,504 
DT Lo 4,735 2,864 Taxation. Equalisation Account ' 10 4 1,386 Stk 468 
i " Loan Interest i 360 ` ' 181 Corporation Tax due 1st January 1974 "ES 1,392 921 ' 
P. x pun "M NET 4375 .' 2,683 saorta e o OS aMn £15,854 
Lee Share of Associated Companies! Profits (0134 ` T E w^ wes 5 ~ : . 
ay FA ‘Net Profit before Taxitlon i 208/4509. > 76S "n a3 M = te As j 
CELL vA i "EE ue "e ^ 
* SU Taxation 3 20,3 DE 1,669 ^  , 969 | Employment of Capital , i LINES , i 
E D Net Profit after disadem M T i TET E 2,840 ° . EE 1,796 |. pede s E ' E m ae e 
TEN. p ener Intetests i "A 4 a gan Investments i -"— 12 ^ 3,552 2,647 
fv f ; urrent Assats t : ; 
T. es . 2,826 1,783 ` , ‘ 
ors Extraordinary eer 4 EA Me | Deom euo B OG 1620 
FR i : g Cash ' x M f . ,875 56 ` 
ot "Net Profit attributable to shareholders of: . ‘ : i : b 
SET. ID d uj s — Ud. ee Mad un 
a ends p pro i4 j E ees 3 . à; 
d Praference f 00 07 44 >, 14 . . . 66,216 33,848 
5. 2 HT B eal ars DUM IT. D , n eye " 493 P 330 : = x : P "M 
It? Fins] ': pure D I IP is Current Lisbllides 4 g e | 
e. oe s 1,268 | 872 Creditors : | 6,782 , 4,118 
D ash uer o l pe Loans .., xcd" ou 14 10,291" 9,020 
FON M Retained Profit for the year ` TE E 2! £1512 £765.| Bills Payable in 1,580 
: aN DT - | ce Bank Overdrafts 15 4,518 2,226 
Se ay : ‘ £ A "S JYaxation . > i 1,292 522 
HESSE ar tribubsble ue in ae - ! Q2] Dividend ' 528 
A .. Holding Company . . ; "s . 101. ] 121 t » 6,087 - 17,994 , 
i "Associated Companies | Pa y 2 91 ko ad Lr BE. : A. 
| . ' Subsidiary Companies ES |o 04320 587 a £40,129 £15,854 
p pt ow ^ 2. OES 27S 0E ur pu aa 
E MEME m Se le | G. N. S.Horsley ] ed 
tS 14 AT Net Earnings par Ordinary Share - "(5 893p: ' 669p |. G.A. T. Morris. Directors i - 
apro omm 3s + . i i E i * " 
rtu Eu ] x -— : ee ‘ t 4 z A n l E " 
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MPERÍAL ‘TOBACCO GROUP'S accounts are, as always, : 
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"The divisional. ‘trading predava of profit in 1971-72, 


excluding Courage, was as follows: 


£ million vM IR a Sales 
| * gu. my 21072 ^ OTI 

D NA 1,0530 996-0 

| Paper, ‘board and pack ea 

' aging .. 49:6 435 


‘Distributive trade pr 959 . 947 
Food a rg cw» (BERS 299 
General trade ...:^.. «© I0'L 6-2 


Totals b uns Se eas dise Z5 ,339:5 





Trading profit | 


=e  — Dco 


In addition to trading rots of Lor 76 million there was 


investment income in 1971-72 of {10°93 million, the bulk of 
"which came. from Imperial’s 28:53 per cent holding in the. 


^ , i "ue. 
ME RR M 
Marck 11,1973 | 
qo s 4 


t4 


- before interest 
1972. 1971 
"6o; 56:09 
407 ` $07 
2' I4 ' I'5I. 
10°24 . 6:76 
O54... 040 
7776 | 69°83" 
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‘British American Tobacco equity. At the end of last October ` 


: the market value of that holding accounted for £203 20 million | 





REPORT OF THE AUDITORS.TO: THE MEMBERS 


OF NORTHERN FOODS. LIMITED 


In our opinion, besed on our examination and on this reports of che audfeors of certain 
subsidiaries and associated companies not audited by us, the accounts set out on pages 

[p04 to 287 ] give, so far as concerns the members of the holding company, a true and | 

air view of the state of affalrs at 30th September 1972 and of the profit for the year ' 

ended on that date of the company and of the bebo and Remp MES the 


Compantes Acts 1948 and 1967. 
Buckley, Hall, Devin & Co, — '" E 






































i : ES ` : : : f) 7 LT "go, 7 1s Rat: i vae B A esi: n et e: e ae ene ~ yyer oreen 
e M TIS UE AT ecd D CM gu cda CIA | i 
i H fs QC re E ' Sx va "E p. T bios ^ S * E E d - ar L ^ 2 ` i i i T4 Es `r 
March: edm RN MEME “ACCOUNTANT: -—— aa 
out-of a to gie value- of [aar 94 million of ail quod a long and o iier the year-end ihe premises were subleased 
investments. ` 1; ata substantial’ profit rental. 
Imperial | and BAT are now ‘entirely. competitive and have ‘In Scotland an automatic machine rentál Kanes has been 


broken thei sy former trading links, but:both. companies feel that- sold, but despite this considerable consolidation and reorgani- 
the ddr stake in BAT could provean embarrassment in so far.: zation within the group the boardroom. view of the leisure. 
as any individual overseas development ‘intentions are con- - iidustry is still con ] 

cerned. Not that Icom are in any Brent hurry t to sell the- Of the. past year's profit of £450, Dos pre-tax; £82, 968 


holding. -" ai , came from ‘profit on transaction in.quoted security’. This - 
| ps |. profit, according to the chairman's statement, was ‘made from 
Pleasurama - — Problems and Profit - ^ e 5, * a joint venture in respect of.a quoted security-in the genéral 


leisure field’, There are no further investments of this nature 
. inside the group but the board's intention is 'to enter into 
transactions of a similar kind as and when opportunities o occur’. , 


HE lá ure industry seems to. have as many pitfalls i 
pleasur . Pleasurama is a company in the industry that has . 
iden problems as well as profit. Reviewing a year in which 
profits pre-tax more than recovered the 1 I setback and 
came out/at £451,000 against £228,000, Sie Hannar Nicholls, New Stock Exchange Requirements . 
„the chairman, refers to a penod of consolidation and. Te, IGHTENED Stock -Exchange quotation requirements - 
" organizatidn. involve more detailed accountancy work on prospéctuses. 
Losses incurred in starting up. casinos continued to the end of , The ten-year record of profits required is to. be cut to five but 
January 1972, which was four months into the:financial year, ' reporting accountants will need to provide an end-year balance 
but there have been profits since then. ‘Financial and manage- ` sheet summary for each of the five years. 
ment controls’ are taking effect and ‘further measures’ are Profit forecasts in prospectuses . are being upgraded to the -` | 
expected] to show additional improvements. Small casinos . terms insisted upon in profit forecasts in take-over docu- ` 
in Wolve pton and the Isle of Wight are being sold and ments. Other new stipulations include the doubling of the 
although considerable progress has been made in building up.. minimum market capitalization for a company going public . 
the ement of the Casino division’, the directors have — from 250,000 to £500,000. The minimum for any particular 
è conclusion that the expertise needed for the class of stock is also to be doubled — to £200,000. >. s 
operation | of provincial casinos is quite different from that. . Intake-over documents, directors will in future be called dpon . 
required, for the operation of-a top-class Mayfair casino. The to provide precise details of future plans for the company ac- 
Pleasurama London casinos’ stake is now 25 per cent of Mayfair ‘quired, particularly in so far as employees are concerned. ‘The 
‘Casinos, 75 per cent of the original stake having been sold. . ^ bidder's policy for the continuance of the offeree company's. 
Another project that has failed'to live up to expectations iş ' business will need to be stated, as will ‘any major changes in- - ' 
the London Dolphinarium. Its attraction’ to ‘the: public. was -tended to be introduced in the business, including redeployment 
confined | ito. the school holidays and its appeal otherwise was of the fixed assets of the offeree and setting out the commercial 
» ‘extreme! limited’. In the financial ; year the project ape at Jue eon for the proposed offer’. pr 








' NORTHERN FOODS LIMITED 
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PARENT COMPANY BALANCE SHEET. /. . | NOTES-FORMING PART OF THE ACCOUNTS 








30TH SEPTEMBER vee ’ l © * j| 30TH SEPTEMBER 1972 =e 
| ; : - l E ) ` 1972 4971 1 Statement of accounting policies ; "TN à , 

Sources of Capital Notes — £'000 £000: — £000 (— £900,| Goodwill- . : RU i 

Ordinary S Share Capital x" 6 8,438 ' 5,505 | Goodwill is stated at cost and ai the net excess of cost of shares in subsidiaries 
eee - To 14,972 > 3,557 | over their net tangible assets at the dares of acquisition. — . 

23,410 "a. c .9,062 Dsoracistion l I 
Prelergneg hare Capitai : ; i 9 E END 2M A m oare for depreciation: ds calculated to write ai gn assets éd heic expected 
: Ms re Ead ves. Leasehold properties are amo over a pe not exceeding the re ning à 
Corporation Por due Isk January 1274 | $3 1 ww, term of the lease, Except in the case of Smiths Flour Mills Limited no deprecha 
: £33,174 EE. £11,774 i provided on freehold properties." 


t PA at ^ x : x ————: P Eb ` Stocks L - 


These have been valued on the following bases which have not altered from the 


Employment of Capita! l , : E - previous year:, 























| : , . (a) Bottle milk at the Group's standard wholesale price and bulk milka at che first TN 
Fixed. Assets | 11 ,- ' . 2,850 so 2582 hand buying price as prescribed by the Milk Marketing Board : 
Subsi dry Compani di. 12 : 167 : A AE - (by Work in progress at production cost. 
Shares , 31,668 "9302 °° | : (c) Other stocks at the lower of: cost and net reallsable value, 
Amoun ries to Parent company . 7, 647 CMS 7,788 P à 
à PE Reseirch and Development, Expenditure 
' i .« 39,515 -~- .» 17090 j Research and development expenditure is written off against (€ as fneureed: Capital , 
Amounts due from Parent Company _ 4,161 35.354 v 3415 .. FA -— T RE on rezearch LPSUIpmenE and plant ls written off over Its sa aia working 
: id c is EE 7 Es "x: Taxation, Equalisation Account | (oo. ae 
Debo) fs 2 n , . | This is calculated at current tax rates'on the excess of the book value of TA fixed 
r . 87 axe _ 379 - c7 o assets quallfying for taxation allowances (excluding Industrial buildings) over their. n 
7 ge 20 ae 403 ^| written down value for t tax purposes. . "o4 
"EL pese o UT | Investment Income . | A 
o | A LE hu Tor c P" 17,128 -} Thh comprises- dividends and interest received. d-during the year. 
E iss ' 2487/7 2 ap 2,101 m ded Milk Margin Adjustments í 
Ka: ^l. VOR cu FS be ue Retrospective adjustments of milk margins and dovanas by the Ministry of i 
More p 3 1,950 . . 1,580 Agriculture, Fisheries and Food have been DOT into the profit as and when 
Bank C Sas 15 ` 289 (^ s 1,140 : received, See note 18 on page 30.. 
e " $ - , 1,254 ' | S28. i 
ot | : ; . . = 6,083 "^ $,354.] Unearned Finance Charges ; 
oe : ; s n ——— ——--— | The unearned finance charges have been calculated on the basis known as "Rule of 78". 
A ae Mor $ Directo. “ Ni oe + £33,174 0007: £14,774 |. Commissions paid to dealers have been similarly deferred. Option and arrangement ` , «- 
orris . f — fees are cradited to the Profit and Loss Account on the termination of the agreement, 
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EE M s FEL l NORTHERN FOODS LIMITED | 20 eee we * Tung 
E TO NOTES FORMING PART OF THE ACCOUNTS: 30TH SEPTEMBER 1972 OM : 
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^. Associated Companies - LM n ' 
























































` 1971 
vp EA Associated Companies (whose names are shownon paga ']) consist of ampie in £'000 
TuS v which the Group has a beneficial interest of between 205/,—507/, of the issued share. Transfer t aisat - . 60 
sr lr and Is able,to exercise significant Influence through representation on the Board Payment ar diFactors of subsidiary Connain, l 
: thom rectors. 
A The relevant proportion of tha profits of such companies attributable to the Group ane Loser suing hot ü Homiotüading acdividar b geram ` A 
: | i n ecd pos mequaltion reserves are taken from the latest eres accounts of sibi diary companies (Trading £22,000, Terminal £26, ae 48 
Ga escence i ; 
: Investments other than. Associated Companies . , Decimalisation Costs e "ES E bee 
; Those owned by Melwood Investment Company Limited, an Investment dealing company Write down of trade Investments, less realised profits. 1 
l rated acc at the lower of cost and net realisable value. All other investments are Profit on’ ' sale. of freehold properties : "Qc 
TP & cost, » 
NE "m. a £146 
"um ^ Basis of Consolidation d |o — od 
a: d .& All of the United Kingdom subsidiaries account to:30th Setsinber 1972. . : ay 
—-—À, The accounts of the overseas companies, Northern Development Company 5 Earnings per Share : i 
Fi E Limited and its paws The Antigua Dairy Com sal ple Limited are made up for i The calcul ` z "y 
EN the period/year to 30th .Junef2nd July to avoid undue delay. ls uiros d on Earnings of £f. 3 600 1971 E: m - 
T Except when otherwise stated, profits of subsidiaries acquired during the year £1,769,000) and average number of. l : y A : 
voi, s are Included only for that pariod from the date of acquisition to the end of the shares in Issue of 30,152,531 (1971 LOS g 
: ^ 7. financial year. 26, rd 442—adjurtad ror serip). F e. EP P 

; Earnings are before charging extraor inary $ , - 
ros Nb The Group turnover comprises the net amounts invoiced for sales and work i items and have bean adjusted to include L^ oz wis cd E: 
i . done (ex using inset company transactions); realisations from investment dealings; four months earnings of The Hull Brewery" ; 

x 575 ad che total instalments receivable in respect of hire purchase, rental and loan Company Limited on & time allocation basis rather , , : E 
EO business underwritten In the year, No proportion of the sales by associated than an actual post-acquisition Erud id 
; ux companies has been Included. - MMlution Ih a Gnas Us U rad P i 
i Lu, . " F o ` i 
„o-ou se The trading profit Petacci che profits — Loan Stock is not material. Mon 
it ,-., ` and losses arising from the tradin : . . es 
activities during the year, and excludes Ti t 4 
Mes ‘ ru resi peme profits. it does nor " ai z py d : 
; CCS 2, , include terminal losses, profits on the sale s Na: d ju" * : 
r Bo eG ol of freehold property, major re-organisation = . - a 6 Ordinary Share Capital i ity £000 
Pere hen ading arta all of nich ace charged roland aang nen nasus a | 

ve ;non-trading items which are charged to and ^ 43,000,000 Shares of 25 h. ML MEN ts . £10,750 
ANTE SP " shown separately under Excraordinary ; didus at f " p . e. ns m 
Rr note tems In the Profit and Loss Account. See ” i lesued l i Sox TEN . 

ÁN note on page (below). l "ES 33,750,460 Shares of 25p each , ES 001 5 tao £B,438 . 
ANE i d Foreign currencies have been converted ' : Wo x 0n : i 
po UN Qr at che ner 1 ruling on 30th a um i ^ 
L' 2 + «© 'September 1 ' e t7 m mi i 

j ^» : pee : . Group Group Company Company 
ex . 2 The Trading Profit is after charging -> 1972 - 19717 7 - ‘ ; 

| JjoPerediting):  < pe zm : £00: — £00 |7Reerves ~> 0 eooo £00 £000 £000 .— 

T - Depreciation ; : . 1,204 930 Share Premium Account S et B Mn 
n > i Mm Grants Credit um x : (63) » (62) As at 30th September 1971 . 1,700, 1,700- ! 
s : Directors’ Remuneration (see below) - - f 116 A e Premiums on Shares issued during the — i dir 
' Interest on Bank Borrowings A -| year M , | 0.5, 9, 
à interest on Other Loens repayable within 5 years ` 548 574 eo ; i ee: "d ^ 
i _Auditors’ Remuneration: : Í 31 > 26 ~ 144,101. 11,101 
Pa | ^ ow 1972 1971 
E na Directors" Remuneration £000 £000 . Y Amount capitalised by way of bonus 

" Fees | 2 p3 = le of or inary shares on 22nd March ias i 
ree t^. Oth f ts 10 : a m. 
g Pevrsenti on cenadon GLO re 13 ex Expenses of Share and Loan Stock issues PE 

MEE ogo à Le r ENCORE ug add . | 64 , oF, 

; ; ee £116 , £88 p.n —— 9,864 —~—- .. 9,864 
x : : EM a l . Convertiblé Unsecured Loan Stock dE ` ©oa 
DP , The remuneration of che Directors, ; , i . Premium Account i - m 
R^ ‘Trexcluding pension contributions, was: * “ Uu ren s do 4 Convertible ] 
2 n Chairman. sat 2 £42,521 £10,761 1982/87 Issued, during the year - 3,150 ] 3,150 
4 ~- O recto thi t l : : f kor : : , 
' tako lai: M M CES PEINE : Capital Redemption Reserva Fund . EE b 
nm Up to £2,500 4 -5 As at 30th September 1971 250 MN 250 
Ps £2,501 to £5,000 2 1. f ; i aee n o 

-EP501 to £10,000 - f 3 T | 
0 nvestment Gran : 
! paige . : As at 3Oth September 1971 . 377 : — 
M : 4972 . 1971 Received durin g the year ; . 35 - 
à " - ! ` E 
TENE A. Taxation £*000 £000. 4 rrr 
‘ * United Kingdom Sorporarion Tax at 4077 (40%) . 1,337 ' 965 | Transter to Profit and Loss Account "EC - 43 \ ND 
E Overseas Taxation o d 16, - 14 gu CE m 349 ©. NIE 
LN v Applicable to Profits of Associated Companies 41 . 19 i f 
E Transfer to Taxation Equalisation Accóunt i s. 328 36 ao f ae : 

RS i — ; ‘ ; bc 
Am | EL. Ro oH PIT seg a 
: Provision relating to earlier years no longer required 53- 65 `| In relief of depreciation over the life ‘ 

T: ; X "T is 11 669 £969 of the relevant assets, » 
o i l ; ` me i meme | Centralisation Reserve a p 3 3$ 
| Extraordinary Items (after tax relief where applicable) i 1972 m er to Profi and Lom Account : UE" : T 
PU , Losses arising from the cessation of trading- activities — . " ^. — €'000 (Note 4) 35 , A 
Cur by a subsidiary company x 19 ` My Xa URS —— i 18 l Nib 
. V Past service contributions to superannuation fund In ` : ss . ? i l . . 
respect of certuin employees ` . at 2 40... Profit and Loss Account . i . 
irren Arne from change of baskin accounting ofa ; vo di Be rs aor Sanu 1971 - b 3,672 8 1,607 . 
‘su y company NE. . INR uct balance of Associace mpany Poo 
. Profit on sale of freshold properties (5) ' sold ore the year B o, se 
Adjustments to share of associated company profits due to s or . — 
'7' change of year end . (19) 3,649 1,607 
Centralization'expenditure incurred ' ; 35 Retained pide for the year 1,512 / 101 à 
' Less transfer from eeneralisarlon reserve (see note 7) : ‘ 35 st : "M 3461 | ——— 1,708” 
" Total Reserves at 30th September 1972 ` - £18,792 E492, 
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: Preference Share Capital 


6% Cumulative Preference Shares of £1 ud 
7 Redeemable Cumulative Preference 


Fu 


Shares of £1 esc RT 


Redeemable at Company's option before 31st 
March 1982 at'112ip per share or thereafter &t par 
| 


The Authorisad| Share capltal was amended on 
22nd March 1972. by the conversion and 

5 Redeemable f 
Cumulative Preference hares of £1 each into 
1,000,000 Ordinary Shares of 25p each. - 
9 Loan Capi 


k 
a 
i VAS Com 
i Debenture| Stock 1980/8: 
: xc Dabenture Stock 1985/90 
2597, Convertible Unsecured Loan Stace 1982/87 


, Subsidiaries: 


The Hull Brews Compiny Limited 
5495 Debenture Stock 


i 


The Conve [ole Loan Stock is convertible in any - 
of-che stx y 1975 to 1980 inclusiva on the 
basis of 72 Ordinary Shares for every £100 
nominal amount of Stock. 


10 Taxation Equalisation Account 
As at 30th Sáptember 1971 : : 
Subsidiaries acquired during the year 

Transfer from rofit and Loss Account 


E 
x 





































Group 
t Fixed A \ 1972 
Cost or Valuation £°000 
Freehold Land and Buildings: 
At Cost — ; : 3,785 
At 1948 book value ` 56 
At 1974 prof. lonal valuation 58 
At 1972. prof ional valuation a | 7,167 
~ £11,066 
NES 
and pulldings di 
. 2,564 
At 1972 professional valuation o. 101499 
| , | £3763 
Short Teri s 
At Cost . . £156 
Piant, Fixtures and Vahicles: : 
At Cost | | 12,706 
, At 1948 boak value 7 
At 1971 pro essional valuation ' 164 
At 1972. professional valuation 1,056 
"s . £13,970 
VE £28,955 
4 ` i | i „mmmn 
" i i l : 
CHEER : i . l 
Freehold Land and Bulldings - 239 - 
Leasahold; Land and Buildings ; "s 
Long Te ; . 185 - 
Short Te ‘53 
Plant, Fixtures and Vehicles 6,558 
£7,935 
Cost lass Depreciation £21,920 


The fixe ets of Tha Hull sey i 
Company Limited, which were revalued 
prior to the acquisition of this company, 


were valüdd by Chartered Surveyors on the : 


basis of o market value. No provision 
has baan v for any capital gains tax liability 
which arise on che disposal of the revalued 


‘assets. No depreciation has been 

United K òn freehold pro y in the : 
ad gdom, excapt lor property : 

Smiths Flour Mills mitad le : 


- 


x 
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“NORTHERN FOODS LIMITED: un "MES io HE 
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| NOTES FORMING: PART OF THE ACCOUNTS 30TH- SEPTEMBER 1972 ` 
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kunordi lssued | 0. E l 





































































































! š i Group Group Group Company Company Company 
, £000.: £"000. D.e to . Group . 
'50 8 ` Movements i . ' Additions denuistioia Sales Additions Sales © Sales 
3 : £'000 £*000 — £'000 - £'O00 £'000 £'000 
200 : 200 Freehold Land and Buildings 5981. 8,314 19 - 135 — * 8. 
. ; c “peers cene and Bulldings — - me E i 
P Long T “92 2,386 - 3 52 — a. 
^ | Short Term. 20 — — 18 . — — 
£250 £208 | Piane, Fixtures and Vehicles, 1,718 . — 4709 783 . 118 ^" 2 23 
3 TT £2,428 £15,409 £805 £323 £2 £34 
i j ES uu < * oce c , 27 Grou Compan 
3 te 12 Investments - ^ . £*000 £7000 Bs" 
E ee eae in o ae EE AT ofits si 
- At cost together wi e of undistributed profits since " 
Group compar acquisition less amount written off £474 £165 
:|] Directors’ valuation—-Group £573,000 Company £185,000 ' — ——— 
-304. i è 
2,200 2,200 Other Unquoted: is d 
I 7,050 -` 7,050 `| At Cost - £174 : £2 
E , Directors’ valustion-—Group £211,000 Company £2,000 i ——— 
in" t E 
: , Quoted: ; . 
102 — | At lower of cost or net realisable value : 648i: — 
At Cost 2,858 - EN 
£9,656 £9,554. - 
n . Market Valüe—Group £3,305,000 Company Nii £3,004 NiL 
do a * Total investments WE CTI. i £3,652 £167 
: 1971 £2,647. £168 . 
£000 -Details of material investments which comprise 10% or more Sol ' 
468 the equity capital of che companies concerned are as follows : 
* $90 
328 ^ Associated Companies j Percentage Date of fast 
t of Equity Audited Accounts 
£,1386 * Barbados Dairy Industries Limited — .. 
: ` (incorporated in Barbados) - 25 31st December 1971 
2n os lce Co. Límited E i 
E ncorporated in Barbados) `- 32 31st December 1971 
Group Company Company |: British Credit Trust Limited ` 50 30th November 1971 
1971 . 1972 1971 | W. B. Hutchinson & Co. Limited f 
“£000 -— £'000 £7000 incorporated in Barbados) . 24 31st March 1972 ` 
' ynor Securities Limited ‘ 50 31st December 1971 
2,173 ` 1,957 1,840' | Settle Creamery Limited 50 Stst August 1972 
- '— — | Three Countles Creameries Limited 50 30th September 1972 
O m — s— | Other Compan l i 
——H = Aa Eden Yale (Korth) Limited 10 i 
173 £1,967 1,8: 
= M s : 1972 / 1971 
n 13 Group Debtors : AM £000 £*000 
~ ' Hire Purchase Debts and Unsecured Lari 19,544 15,758 - 
" ; Less: Unearned Finance el : : o> 3,154 2,600 
1,288 688 639 : 
— — — "m. 16,390, 13,158 
tonus — Loans | 472 632 
£1,288 .£688 £639 tors and Prepayments ; , , 6,369 4,530 . 
£23,231 ^. £18,320 
£136 £121. £103 — 
: 1972 1971 
i 14 Loans, |. £*000 £*000 
8,326 - 241 148 |. Secured-Loans. ' i 1,502 1,178 
= — | Mortgages i * 13 5 
E i = ~= |, Other Loans > i 1,500 . . 1,500 
—- = — , Depositors' Accounts nes 7,276 . 6,337 
£8,326 . £241 £148 - £10,291 ~ £9,020 
£11,923 - £3,917 £2,730 
m— v — — | All the loan credicors are repayable on notice of less than five 
, ` years. ` , 
15 Bank Gisrdrafis : . 
The Parent Company has guaranteed the varini of some of fts : ` 
subsidiaries. Some subsidiaries have also entered into - 
3 € o | multilateral guarantees of the overdrafts of the Parent Company, 
er and other f low subsidiaries. i 
74 75... - 169 $ ] A 
, A1 33 29 | 16 Capital Commitments vy 
4,253 59 V -50 | (9 (465,000) o^ capital expenditure amounted to £778, 000 
£4,3374 .. £467 £148. | (b) itai. Expenditure suthorised but not contracted for 
Sa, d uncos 7 amounted to £827, 000 (£472, 000). " 
£7,552 12,850 £2,582- 
a — mms | 17 Contingent Liabilities 
Eo M. , Contingent liabilities of the Group consisted mainly of guarantees 
AE A P ` of banking facilities In respect of af Astaciated Companies and 
2 .| amounted to. £631,000 (£631,000). - 7 
"18° Retrospective Awards ` i 
SIND Retrospective margin awards received from the Ministry of 
a vce Agriculture, Fisherles and Food have bean brought Into profit 
s.d * in the year In which they have been récelved. d. Tha amount - 
received this year was £218,000 (£219, 000). 
49 Income and Corporation Taxes ‘Act 1970 i 
The Company is not a close aa Act 4970 under the provisions of the : 
income and orporation Taxes Act 1970. "ol € 
Mee 
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EFORE a Budget which many consider Ere but which 
just as many consider inconsequential, the financial markets 


." have been just as bemused as they are likely to be after next 


"Tuesday's event. When the only certainty in industrial prospect 
seems to be a succession of crippling strikes in key industries, 


> ‘the only certainty in economic prospect that the Government's 


'. near loss of control ofthe money supply situation is to become 
absolute and the only certainty in the international currency: 


|. Situation that February's frail settlement will prove as lasting 


En 


as a politician's promise, financial markets can do’ nothing 
other than reflect doubt, fear and consternation. : 

It will be surprising indeed if the Chancellor of the Exchequer 
is able next T'uesday to allay doubts or reduce consternation to 


any effective degree. There is too much fear-trading money 
. about for that. | 


The stock market has held up largely because institutional 


' investors are still traditionally either buyers or non-buyers of 
` equities rather than outright sellers. Fear of inflation still keeps 
“old money in equities. New money augments the fear money in 


‘terms of deposits chasing the highest interest return or. chasing 
' the market likely to show the quickest and largest dealing gain. 


Currencies, bullion, metals and commodities are the markets 


= that fear money follows. ane followers are getting stronger 


every week. 


* 4 c * >.> * 


N virtually every facet of its original policy the present 
Government has turned through, 180 degrees since its 


- election. An exception is that the Government still clings to 


one of its ‘market freedom works’ philosophies — the freedom 


jn this case being money. 


. The Budget could, possibly, make the 180 degrees change 


| total by bringing in bank controls by quantity and category and 


Bank of England Minimum Lending Rate — Feb. 23rd, 1973. 8196 | 


by. direct control of hire-purchase conditions. Such a change 
appears:abundantly necessary since the present supposed policy 
of-control by market factor (which means control by supply and 
demand, which in turn means by price) has failed. 


^ ACCOUNTANT © o. 


City Notes |  . . - 


` March Ist, 1973 


When ‘the authorities’ themselves do not believe the money 
supply figures and because of that do not known what action to 
take except wait and see what happens there needs to be a 
basic change of policy. If there is not and control really does 
depend on price, the consequences will. be such that the’ 


-Government will not be able to withstand them. 


T 1s about control by price that building societies are getting 

distinctly worried and Mr Andrew Breach, chairman of the 
Bristol & West Building Society and a former chairman of the 
Building Societies Association, is not by any manner of .means 
alone in maintaining that the Government should honestly state 
its policy rather than assure house buyers and builders that there 
will be adequate mortgage finance when the Government is not 
in any position to give such assurance. Control of mortgages by 
price — true control — would throw up a mortgage rate well 
ahead of the 1o per cent that is being mentioned as the rate that 
Government would be unable politically to withstand. 


REDICTABLY, the Stock Exchange has made an official | 

statement of policy towards Ariel, the computer-based stock 
dealing system evolved by the Acceptance Houses, in terms of 
condemnation. 'T'he Stock Exchange, as an agent between buyer 
and seller, does not want to be put out of work by a computer. 
There is no surprise in that. Neither is there surprise in the 
point that the Stock Exchange remains ready to talk to Ariel's 
supporters on the subject of the exchange of securities. There 
will be considerable surprise, however, if those supporters pull 
down Ariel simply because the Stock Exchange does' not like it. 
They knew that the Stock Exchange would not like it and also 


that the Stock Exchange could do little or nothing about it. 


RATES AND PRICES  — . 


Closing prices, Monday, February 26th, 1973 


' Treasury Bills l 
Dec. 22 .. £84356% Jan. 26 .. £8:1258% 
Dec. 29 .. £83088% Feb. 2 .. £8:1089% . 
Jan..s o £8°2787% Feb. 9 .. £8:090295 
Jan'12 ~ 482586% Feb. 16 .. 48073096 
Jan..19 .. £8:1950% Feb. 23 . £8'0600% 
Money Rates 
Day to day .. 8 - 83% Bank Bills 
days . 89 96 a months IO —-10$95 
ine Cor Bills ~ 3 months 21 oe 
| 3 months .. 9-11 95 4 months 92-10 XX 
4 months .. e 9 -114#% 6 months gf—109 $^ 
.6 months .. . OF -114% 
Three Months’ Rates 
Local authority deposits 10j-11$ 
Local authority bonds ; 09 — 8i 
Sterling deposit certificates... e IL —10} 
Euro-sterling deposits 1319-114 
Euro-dollar deposits .. 8 — 8j 


Finance House Base Rate — February rst, 1973. 9%’ 
Retail Price Index (16. 1.62 — 100) 171:3, 16.1.73. (from 170°2) 


Tax Reserve, Certificates (3.1.72) Personal 33% 
(Company certificates no longer on offer). 


Foreign Exchanges f 
New York :2:4660 Frankfurt 7'0950 
Montreal 2*4490 Milan 1397:50 
. Amsterdam .. 71050 Oslo .. I4'7750 
Brussels € 98: 1300 P'aris 11:2600 
Copenhagen .. | 154100 .. Zürich 7:9825 
Gilt-edged 
Consolas 4% F TE: Treasury 9% 1994 . 94 
Consols 2496 i e 25 ' Treasury 84% 84.86 . .-: 944 
Conversion 34% .. 35xd Treasury 84% 87-90 .. 89} ` 
Conversion 5196 1974 .. 961i Treasury 64% 1976 93 1r 
Funding 34% 99-04 .. 42i Treasury 3$% 77-80 .. 754 
Funding 51965 78-80  .. bo Treasury 34%, nm .. 73h 
- Funding 2 82-84 8o Treasury 5% 86-89 .. 67i 
Funding 5195 87-91 .. 71% Treasury 54% i514 .. 57% 
Funding 695 1993 . 69 Treasury 24% .. Wu E 
Funding 6195 85-87 `.. B8o§ Victory 495 .. 98 
. Savings 3% 65-75 goi War Loan 34% 361 
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-Extracts from ‘Mr, John Lyle's Statement 
in the Report and Accounts for 1972: * 
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| Pre-Tax profits. a record: at $3 K 2m—28% it increase. . 








í Export outlook good and i improving. - 
| _ Shipping—higher freight levels show good — +, 
récovety prospects! | rx 
- Sugar refining dominance changing to wider 
i Spread of profit sources. | uM m 
DE ae Hmc nd "qn E 
7 € i (EDS. E £000 T increase Hi. c 
Group Profit, including ` LEM | 
associated companies”. 16, 229° RU 682. 28 LI. 
Profit after Tax and. : a 
un Minority Interests: .8, 545. $, 531. bb 
Cost of Dividends: . | 4, 919. . E 462: 
Capital Employed E 165, 643. 0 805 
The Annual General Gites will be. held on 21st March, 1973» at -the Europa Hotel, Duke E | f | à 
Street, Grosvenor Square, London, W.i/at 11.30 a.m. . - ce. & “Bie oe 
Please write to the Secretary of ine Company for a copy. of the Annual RET and Accoutite:, E ? 
Tate & Lyle, Limited. Tees 
| "E MINCING LANE, CONDON, E.C.3 — 45. 7 INS 
: . Raw PN Production: Sugar Refining. Molasses and Liquid Comniodity Trading. : 


. Shipowning » Road Transport . Export Engineering - Technical Service and Design 
— Trade — Bulk A NEN Services. 2 
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hte d * = a he 7 x bp. ur ee " 1 ES n EE oS £ Pa ^* 3 " h = L ; a = Tek x NS Ed ER = d r g 
te IF - b 1 te I. a + J J te X^ Pto wy f eol * de ~ 58 7 M - - - t - Lb NU a. ut an 
u^ f. iras M SN. NET oga P - | xeu E Ae Ee EE : CX CR NE vey By Ee amis we 
7k M i ww en," " n i A 3 Pay Er TO t + Fd my EL Sy Pris P € A B, E r ` 
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up. y CX ay " ` The type of fbanking service we olet 3 -are spread ar among fewer private and due Sse iust d S NECS 
| 1B EN B uM ree ceca professional custoniers: "s AAT A. 
jo ne PR : ,'smooth running of our banking affairs. E ^ Withdrawing cash (iom ansccount 3 7 ues l 
i Do M ME . 5 « .Take our.verydistinctive statements. ' at Couttsis straightforward; wecah ^: . ; ve ape ae es | 
pcc A" ED ook as one example. We provide these written” ‘. make arrangements for you not onlyat '' E 
Apo. 3 j s : .'outinnarrativeformsothatyoucan, ` un nS ‘our branches but at banks throughout : poe Sa A. 
ol $5 T -quickly identify-arid reconcile each > X thé country. ' DEM ELE i 
RLY r Pe ‘ - , * 
. z transaction; So if you need a total and discerning. un AS. ME P. 
. 708 iius sies You get such attention to vital detail”. , banking service you: wilfindCouttsisthe > : © 7 . c. 75 
ev P xs ui t _ 4° because we are smäller than other banks: — ^ bank fór you. Charles Crawley is the man - t uw e 


d S. aA ." ‘and can afford to give a high standard of .  whowillgadlytellyoumore.Theaddress ` l s Lu 
(2 c w ‘ _ personals service. We have all the =. is: Coutts & Co:; 440 Strand, London , : aT T A 
; * oo oe we eed, a x 5 ne cy experts; It’s just that wey. WC2R 09s ‘Telephone 01-836 a m PEN 














y EX o = - Gln inn ai : ; Tan eat 
m DN BY ORDER OF THE OWNERS. MARSHGATE: LANE, STRATFORD, LONDON E15 i B: 
ce H ENRY BUTCHER & C o | 
: : a | ‘ ee ee e UE » instructed to ‘SELL. BY. AUCTION, LOTS, y sem e 
pr que ar THE WORKS. OF. ROUSSEL LTD, MARSHGATE ` LANE, STRATFORD, LONDON tib 

sp P ‘on Thursday, March 8th, 1973 — at 1 0 a.m., the. EM 

| 3k ` CONTENTS OF A LEADING FINE CHEMICAL MANUFACTURING. COMPANY 

DT "OE ‘including’ ^^ ts 
de - MODERN ALL STAINLESS. STEEL PLANT, MACHINERY AND EQUIPMENT us 
Ea E e comprising Vo m . "LX | 


Es P STAINLESS: REACTORS 152, 000 LITRES’ by 'Uclaf', "Guisti', xu M Dore’ -and ‘Morton’. STAINLESS MIXERS AND 1" 
20 MN TANKS —UP TO 5,000 LITRES. HEAT: EXCHANGERS.AND CONDENSERS. STAINLESS FILTERS. "MITCHELL, AND : f 
Pear 2s ‘APEX’ DRYERS. STAINLESS CENTRIFUGES, by Broadbent’ and 'Robatel'. 'CALMIC' STAINLESS — FLUID. BED. 
- wp . DRYERS. STAINLESS AUTOCLAVES AND STERILISERS, by 'Gallenkamp' and ‘Dent and Hellyer'. RUSSELL rk 
ER E ^v STAINLESS VIBRATORY SIEVES. STAINLESS SOLVENT RECOVERY COLUMN AND PLANT. GLASS-LINED. ‘PANS, 
I1 | STILLS AND REACTORS. Q.V.F. GLASS CONDENSERS AND FITTINGS. STAINLESS | PUMPS AND VACUUM 
[0204.7 PUMPS, by "Nash Hytor’, ‘Edwards’, ‘Girdlestone’, etc. MILD STEEL TANKS — 1,000 to 3,000 GALLONS. "CARTY: E^ 
sacs) [TIMBER VATS: LABORATORY EQUIPMENT. ENGINEERS’ AND MAINTENANCE TOOLS AND. PLANT. Electric 
: SE ES a -Hoists, Welders, Trucks, Lifting Tackle, etc. STOCK OF NEW STAINLESS STEEL VALVES AND FLAMEPROOF A 
ico e ‘MOTORS AND STARTERS. REFRIGERATION AND AIR COMPRESSORS. "y "U. D. .E. C. EL and "Broom and 








E E . Wade”. OIL-FIRED HYGROTHERM BOILER. DET TE, d THE » u NH. i Mo. 
? A M. l Ada ae Catalogues (when ready) may. be obtainod from: v 25 Me. CE 
ia. Ms Messrs HENRY BUTCHER & CO, Auctioneers, Valuers’ and Surveyors of Factories, Plant. and Equipment, 59/62 High Holbom, 
de m i» . 7 London WC1V 6EG: Telephone 01-405 8411. ' - 2 » 
E^ E . . een ve NORTHERN OFFICE: 33 Saltaire Road, Shipley, Yorks BD18 SHH. . Telephone Shipley 57444. -~ s 
ACE VE XA EN NN ut. 
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activity; unemployment | has fallen by some,70,000 in the 


; and there are some 250,000 vacancies for jobs 





Below i Js a selection of worth-while corporation Dm and. 
fixed inter t stocks: -` Ta l 


r Corporation Loans j 
UE o 1972 












Price’ Yield ` High ` Low 
r cent 1980-84 102. 92 112." |102, 
Newcastle on [Tyne 9$ per cent ^ — *. PS 
“402° ^89 102^. 89^ 
" ex d r 
Southwark 94 per cent 1978-79 . 102 :-91 110 | 100": 
Staffordshire 9 percent 1976 400 : ^92 7410 D M 90 
Fixe nterest, Stocks (industrial Commercial) - 
“1972 : 
sog Price. Yield ` High Low. 
Reed internatibhal 10 per cent . . 974 '10.3," 110 ^".92 
loan 2004-09 P cH E 
Renold. 8 perj | cent debenture c M m. 
1991-96 , 500 82 OB BE 70". 
Rugby Portlan 6 pars cent loan EJ Es Dr 
1993-98 |. (64 ^94, 75 60: 
W. H. Smith 8 per cent debentiie os » b l 
1 85 94 1 


1987-92. 


Ordinary shares `` INE. -—— 


It is ‘virtually 


| 
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. In time, Mus rust lead - in the absence of 
et. over-all progress- record growth figures for turnover, .- 


-$3 


There are. reports of a — upturn in S " 10:63p. A final dividend, effectively held at 14:4 per cent, 





STO YT M LIE rA hs ATAN A E iy MCN r 3 : m - CE Ts e e mF * HS EDS : - ar re P - Bm "s BT 
a on d m a i up r dons QN UE a : n o AFA 
March | Ist, Se n n ^ n pr 5 x n = mene T E : a ME ~, AME : ne r . uM Re E nn : E "^ 
1 BS LG E itl] ACCOUNTANT : PO siehe tul de ri agg d 
s i : e x E S dt bei a- mining poss an i oil Share, a take-over candidate or wy ! 
A Ei :a special situation. NE po 
l | j ^. : E ‘Nevertheless, ie are companies abies recent reports : m 
| HL MC LN : X wee "would: certainly have moved the share price in no uncertain |. * 
: ^. iD: fashion in more normal times. Below. i is our current selec- . -= 
Iu ^S I Ne Ch s m | ER PP E 
ti o eer TX jj 20 PÆ 1972 | 7 
, po 4 7 C, "5:7  '" Price Yleld Ratio High: Low 
ji xus X : 48 Ec Providént Clothing are ME S io i 
7 | o > shares ` | ^20] 33 ° 235 228° 19% -` 
ie Fi nancial Times Industrial T NES Share Index : London Brick 25p shares © 86 — 41 120. $965. 76.. 
. 4 had fa en last Tuesday to 451:5 and. was thus some 53 ` ` National - Westminster " toss qu E et at 
points io} sera it was a year ago. So the market is well and | "Bank £1 shares |. 387 26 100  .473. 400... ; 
: truly in albear phase, and the question in eve min Pu 
i8 s e t trend will 0 into sabe g j v. - Shell Transpoit Trad- i é CMM PUO 
p B - ing 2bpshátes - 331. 45 | 124' 363.329 . 
The bear market ‘started, as is-now clearly seen ‘in | e | 
retrospect; last May — sparked off by growing fears of what ín | | | AT 
inflation would do to the economy. Currency crises Have Provident t Clothing. | a . PT SOR ce 
also played their-not infrequent part. Yet there are hopeful . This company has just feportedr: a Pd year in 1972. .. ur 
signs — d were it not for perta T ae a in- :.Pre-tax, profits increased from £4 ‘66 million to a peak s 
dustrial u rest. ^c 7 E .°£6-95 million; and earnings per share rose from 818p to . ? 


makes an equivalent 21-6 per cent on increased capital, 
' against '20°4 per cent. : 
^ Forthé eleventh successve year the group has achieved, 


profits, earnings per share, amounts due from customers and : 
' deferred revenue — all of which has resulted in the TE 5 
ever. balance sheet ‘and a future sull. full of promise and ` 
er ; 


London Brick. 


` This share is addet because theres is persistent talk of a 
take-over by- Consolidated Goldfields, which already owns - 
.the .Amẹy construction materials group. The take-over 
price (if the deal materializes) could be anything permei 


E and. 120p per share. 


- "London Brick is the world’s’ largest brick maker aid T X 
UB. are.a reasonable industrial investment (though —;^ 
` :cyclical) without a bid. cy the company 18 dong 

~ well.. 


“National Westminster Bank - 


: For the year 1972, pre-tax profits of Natwest ‘rose from;  : 
£8449 million to £126-62. million. The increase is attri- 7 
buted: to the eraployment of significantly larger resources ` 
anda” greater range of volume, of business, plus the ` 
‘increasing effects of branch. rationalization and more ’ 
streamlined - Systems following the merger between the E 
two main: constituent banks... p5 


- The total dividend i is raiséd T" 9 per ‘cent to 10-125 
ct cent. "Earnings per share have increased almost 5o per 


“cent, and despite the freeze the s will pon give 2s i : 


m these ipis to Lnd any: atock ` or 


. share which4 i$ likely to appreciate in the short term, "unless 3 


good account of itself.. l 


- 


Shell Transport and Trading `; 
The fortunes of this $ company, engaged: as iti isin die: inter- G 
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(AT one stage, it looked as ‘ouch those 
. paying -higher rates of tax could benefit 
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." policy, and paying premiums for ten 
years. The theory: was that the policy 
could then be’ made paid-up and with- 


CM 


UMS 
3 


^s 
aon 


... being completely free from tax. 
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“a policy is'a ‘variation’ of that policy for 
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may not be: tantamount to a partial 
"surrender. The Inland -Revenue has said 
<a. that, if the withdrawal is generated by the 
is ecu of units purchased by the original 
premiums, the withdrawal.is a partial 
. surrender. If, on the other hand, the 
: withdrawal comprises only units pur- 
chased by re-invested income (as opposed 
“to premiums), Such units copstitute a 
^ “right to\a bonus’ within section 394 (5) 
Income and Corporation Taxes Act 1970, 
„and thus are not. partial surrenders. ; 
Having decided that a particular with- 
cdi is a partial surrénder, the next 


san nage S 


oo 
^ 


"kw iz ~ es 
TE AU A 
is 4 


M3 
LÀ 


thé partial surrender is a ‘variation’ of the 
policy within Schedule 1, paragraph 1o, 
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If it is such a variation, ‘each time the 
BT is: varied by each. ‘withdrawal, it 
- has to be retested as to whether it con- 


,tinues to be .a qualifying: policy. The 
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`~ partial surrender would have the effect 

of disqualifying the policy: It'is under- 

‘stood that discussion$ between the two 
us ONT are: ‘taking p E 
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i ONE Scheme which is not affected by this 
'^ | ig the Prolific Income Withdrawal Plan: 
. + This plan concentrates on units purchased 
; by reinvested income which constitute a 
‘right to a bonus’, and thus are not 
affected. Other plans, which operate on a 
-> higher level of withdrawal by using ‘capi- 
.- tal’ units, are: affected. It appears- that 
they are disqualified at the second varia- 
tion (i.e., the second withdrawal) if that 
event is within ten years of the. first 
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` on the profit element of the withdrawal 
and also ón the cash value of the policy 
: remaining after the withdrawal, "Wüether 


- drawals could -be made at intervals, : 


"5 A point at issue in connection with this 
=: ‘is whether or not the partial surrender of ` 


the purposes of-Schedule-J, Income and' 


© Corporation Taxes Act 1970. In the first " 
"; place, a withdrawal from a policy may or : 


* Income and Corporation Taxes Act 1970... 


' Board of Inland’ Revenue have indicated : 
r to the Lifé-Offices Association that, in ` 
their view, a. provision in a-policy for; 


withdrawal. The result is a surtax liability ` 


ex ren oil business, are cecidi and have not buste 
Ae shareholders much j Joy in recent years. However, the short- - 


from taking a unit-linkéd , qualifying ^ 
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or 


the cash value is paid as a surrender 
.or as a result of death. | 


PE 


A MORTGAGE raté Of 7} per cent may seem 


attractive these days. This is the rate of 


interest charged by. Capital Annuities Ltd 
when an elderly houseowner, as part of a 


package deal, obtains.à loan on his house 


and uses this'to- purchase an annuity so as 


to provide a fixed income for life. 
'. Known as Homeowners Annuity Plan, ` 


it is available to those over thé age-of 7o. 
Up to 80 per cent of the present-day value 
of the -property will be, advanced for 


purchasing an annuity. Interest on the .. 
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term prospects are thought t to be shod and the shaves are 
' put TORNEO as an attractive short-term investment only. . | 
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SLs million E d sees bonds. 
The offer closes on March 7th. Bonds 


-- are being offered at £1,000 minimum for 


* . " ^^ 


terms of 5. to-15- years. Bond holders 
must be aged at least 45, and not ‘more 
than 84, when..a bond matures. Guar- - 
anteed rates of growth vary according to 


' the term of the bond (from 7:51 per cent. 


loari at 7} per cent-is deducted and the ` 


balance is paid over monthly.: No capital - 


. repayments aré made until the death of 
_ the borrower(s), when the loan i is repaid. 


m , 


from the estate. 
For a marr of 72 and his ST 7o, with' 


- a house valued at £15,000,.a' loan of 


` £12,000 would-be granted. A joint -an- . 


nuity of £1,175°40 would-be. paid until 


. the death. of the last. survivor. After 


' point of the argument is. whether or not - 


- 


` at the outset; the contract can 


allowing for income tax on the interest 


content and. mortgage interest (less tax 
relief), the effective increase in annual 


-income would be just over £404. As the. 


house increases in value, further loans 
could be arranged, to purchase supple- 


~ 


income. d 
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ALTHOUGH there are plenty of growth and . 


income bonds on the market, normally a 
prospective bond holder has to-decide in 


advance whether he wants compound.. 


growth .or twice-yearly income. Now, 
Safeguard ' Assurance has ‘introduced a 
growth and income bond on attractive 


- terms., 


If this is hen on a growth bond basis 
can be changed 
to an income bond on any anniversary, 80 
long ‘as at least one month’s notice is 


given. This facility isintended for those 


whose circumstances are likely to change, 
such as those who retire during the ten- 


year period of the bond. Guaranteed sur- - 
‘render values are given, whether the bond 


' is taken on a growth. or income basis. If 


' fK10,000-is invested ' on. a, growth bond 


basis, at the end of ten years it will have 
appreciated to £22,300, irrespective of 
age. The .Iminimum investment ise 
£1,000.. 25 

—. Scotbits: Securities have issued_ another 
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net of income tax at 30 per cent for five- 


,year.bonds, tq 7.83 per cent for. 15-year’ 
' bonds). On early surrender, 95 per cent 
of the purchase price is repayable, plus 


compound ‘interest at 5 per cent per | 


` annum. On early death, the whole of the 


original investment is. returned ‘plus . 
compound interest at 5 per cent. i 
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NOT all property bond funds are likely 


to suffer in the sáme way as a result of the 
controls which are being introduced. It — 
appears that, if the controls stretch , 
beyond a very short period; the main 
sufferers will be those who:have invested 
in propertiés. “with equated yields which, 
are as low as.3.5 to 4 per cent. This is 


_because.there is likely to be a tendency to : 


switch from this kind of investment into, . 


‘good secondary and industrial properties.. 


As a result, prices of prime sites may fall, 
with secondary sites rising, thus produc-- 


 inga narrowing of the differential in yield. ` 
mentary annuities, so as to increase net . 


, The managers of the Reliance Property: 
Fund have made the point that the equated 


‘yield now averages 7.6 per cent. They, 


. consider that the valuers have been .con- 


servative in their valuations, and they do 
not think that values will be hit hard. ' 
About 37.per cent of the fund is liquid, 
although .a certain amount of ‘this has 
been -earmarked. Residential property: 
accounts for about 64 per cent of the . 


fund,. or “10 per cent of the invested 


portfolio, UN - a Be 
do dw o 


THE Association of Investment Trust. 


-Companies has published a useful booklet -- 


Investing in Investment Trust Companies, 


- which explains the position of investinent - 


trust companies and some of the points: 
to be taken into account when Sone ng 


investing in them. 


In view of. their overseas holdings, 
gearing'.and capital gains tax position, 
there is much to be said in favour of: 


investing in investment trust companies. 
Here, however, sound guidance . is - 


needed. 





Letters 


VAT: Tax Point for Prepayments 


SIR, — Under section 7 of the Finance Act 1972 the tax point for 
supplies of goods or services will be the time of issue of a tax 
invoice, provided the supplier does not otherwise elect and the 
invoice is issued within the requisite time (normally 14 days 
after the time of the removal of the goods or the performance 
of the services), with the exception of certain kinds of supply 
such as goods on hire, the continuous supply of services, 
supplies in the construction industry, etc., for which there are 
special regulations about the tax point. This rule is applicable, 
even if part or all of the consideration for the supply is received 
before the invoice is issued or before the goods are removed or 
the services are performed. The great merit of this rule is its 
simplicity, and under it traders receiving cash with order or 
other prepayments will not be burdened with having to antedate 
the tax point to the date of the receipt of such payments. 

However, HM Customs and Excise have recently stated 
that the overriding of the date of receipt of a prepayment for 
the tax point by the date of the issue of an invoice (subsection (5) 
of section 7, Finance Act 1972) was 'never intended', and that 
an amendment reversing this will be made ‘in due course’. 
This would be wholly deplorable, first because many traders 
will already have set up computer, etc., systems for dealing with 
VAT, based in good faith on the existing legislation regarding 
the tax point; and secondly, because of the formidable com- 
plications for taxpayers arising from a requirement to antedate 
the tax point from the date of issue of an invoice to that of the 
receipt of a prepayment (to the extent of such prepayment). In 
practice, many taxpayers would probably ignore this require- 
ment, thus bringing the law into disrepute, and it would be 
difficult for Customs and Excise to check this. There would be 
no equity, of course, in antedating the tax point to the time of 
receipt of a prepayment for a supply, as presumably there is no 
intention of postdating the tax point when payment is delayed! 

Customs and Excise advance two reasons for wishing to 
amend the existing law. First, they say that section 7 (5) conflicts 
with the advice, based on The General Guide they have been 
giving to a large number of traders about the tax point where 
prepayments are received, and that if subsection (5) is allowed 
to stand these traders will be caused trouble. This, of course, 
completely ignores the trouble that any alteration to the pro- 
visions of subsection (5) would cause to those traders, and there 
must be many, who have based their arrangements for VAT on 
what the Finance Act actually says. Incidentally, although the 
explanations about the tax point on pages 27 to 29 of HM 
Customs and Excise Notice No. 700 (The General Guide) do not 
indicate whether the date of receipt of a prepayment overrides 
the date of the issue of an invoice, or vice versa, in the VAT 
Bulletin No. 5 for January 1973, it is stated that 'the basic tax 
point or advance payment tax point applies unless a tax invoice 
is issued within 14 days after the basic tax point’. This statement 
in a recent official publication by Customs and Excise, which in 
fact accords with the requirements of subsection (5), is precisely 
what Customs and Excise say they wish to reverse! 
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Customs and Excise second reason for wishing to amend the _ 
law is that ‘it is necessary to tax advance payments since they are 


-> 


prima facie evidence that a supply has taken place, but it is clearly — 


Ed 
UM 


undesirable to have a firm establishment of such a tax point — 
dependent on a subsequent event which might or might not — 
happen, i.e., the issue of a tax invoice within 14 days after the | 
basic tax point’. But this argument, if valid, would apply much  . 
more strongly to the main source of evidence for a supply, the — | 
actual removal of goods or performance of services and this, ^. 
of course, would wholly undermine the invoice within 14 days | 
rule. If the argument is not held to be tenable as regards the | 
time of removal of goods or performance of services, it cannot 
effectively be used in respect of the time of any prepayment. —— | 

There appears to be a decisive balance of advantage in not 
altering the existing law on the tax point which, whether or not _ 
it reflects Customs and Excise original intentions, deals with — 
prepayments in a straightforward and reasonable way. All that im 
would be gained by altering the law would be the earlier — 
collection of VAT in a comparatively small number of instances, 
and such earlier collection would in general be offset by the —.- 
corresponding earlier deduction of input tax. Apart from the | 
frustration and inconvenience which a change in legislation at — 
this late stage would cause to company accountants and others — __ 
faced with implementing VAT in a month's time, the essential . 
simplicity of the procedures under the 14 days invoice rule as — | 
determined at present by subsection (5) of section 7 would be  - 
destroyed. It is greatly to be hoped that Customs and Excise will — 
have second thoughts before tinkering with the law inthe matter, 
which is complicated enough already. If they do not, perhaps 
Parliament will have the good sense to throw out the amendment. _ 


Yours faithfully, d 
C. H. DERRICK, 3B 
VAT Co-ordinator, 3 


London Wr. POWELL DUFFRYN GROUP. — -— 
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English Institute Council Elections E 
Sir, - Owing to my absence from England for a substantial part — | 
of the year 1972, I have only recently become aware of the new — 
procedure for the above elections [The Accountant, January ——- 
25th]. 5 
I am writing in the hope that this letter may catch the eye of — 
eligible persons, in the London and District constituency in - 
particular, so that the elections may receive a greater degree of — — 
credibility by the submission of more names of candidates than — — 
there are vacancies. E 
In the London and District election there appear to be nine | 
vacancies and nine retiring members available for re-election if — — 
they so wish. The closing date for nominations is March rst, uU 
1973. 3 
The Council has, in the past, been described by you as a ‘self- — 
perpetuating oligarchy’ and this may well be the first oppor- — - 
tunity to remove that possible accusation. In particular, those _ 
members who defeated the ill-conceived integration proposals 
of recent years may feel that this might be an occasion to - 
reinforce their views. E 
Yours faithfully, Ls. 
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London SWTo. 


Goodwill and Capital Gains Tax 3 
Sir, — Can your readers please advise me how valuation of — 
goodwill for the purpose of capital tains gax is arrived at by 
the District Valuer? NA 

The taxpayer, or his adviser, has to decide whether an 
election under paragraph 25, Schedule 6, Finance Act 1965 . 
may turn out to his disadvantage. Since the method employed 
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by the District Valuer is shrouded in mystery until irrevocable 
election produces the result, is this not a gamble? 

The secrecy is difficult to understand when one is aware that 
z the Board of Inland Revenue and HM Inspectors of Taxes are 
© always most helpful in providing detailed informations and 
explanations supporting their other activities. It is only right 
that the taxpayer should know the procedure and methodology 
governing valuation, if only in order to be convinced that this 
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Auditor's ‘Certificate’ ? 
Sir, — A statement of receipts and payments of a small parish 


church in the neighbourhood — covering, incidentally, three 
years, 1970, 1971 and 1972 — is endorsed at the foot: 


‘XY will be pleased to elucidate any obscurities. 
Audited and thought correct by XY. 17/2/73.’ 


Not bad — after all, to think is surely to be of the opinion; and 
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can be seen as well as done. 


the current trend is towards economy of words. 


Yours faithfully, 


Name and address supplied. 


DEUS EX MACHINA. 


York, 


Yours faithfully, 
N. S. W. WHEATLEY, F.c.a. 





International Trading 


and the Accountant 


ICMA London Conference 


N impressive panel of distinguished 

speakers was assembled by the Lon- 
don and South East England region of 
The Institute of Cost and Management 
Accountants for last Friday’s conference 
‘International Trading and the Account- 
ant’, under the chairmanship of Mr A. W. 
Howitt, M.A., F.C.A., F.C.M.A., J.DIP.M.A., 
President of the ICMA. 

Mr J. P. Grenside, r.c.A., delivered the 
first paper on the subject of ‘Harmoniza- 
tion of corporate regulations within EEC’. 
The text of his ‘sermon’, he said, was 
to be found in article 54 (3) (g) of the 
Treaty of Rome, which calls for ‘co- 
ordination to the necessary extent and 


- rendering of equal value the guarantee 


which member states require of com- 
panies, so as to protect the interests of 
both shareholders and third parties’. 
The first company law directive was now 
enshrined in UK legislation by virtue of 
section 9 of the European Communities 
Act and, although it included some rather 
burdensome publication requirements, 
this was ‘something that we shall have to 
learn to live with'. 


He outlined the contents of the pro- 
posed directives Nos 2 to 6, dealing parti- 
cularly with the second — maintenance of 
capital — and fourth - form and contents 
of annual accounts. The present British 
practice of incorporating both public and 
private companies under the same Act 
had led the EEC to equate both classes 
with the Continental SA and AG com- 
panies; requirements framed for the 
largest public companies would be need- 
lessly burdensome in smaller enterprises, 
and he foresaw UK legislation to deal 


separately with ‘stewardship’ and 'pro- 
prietary' companies, as previously recom- 
mended by the allied accountancy bodies 
[The Accountant, March 29th, 1969]. 


Inflexible rules 


The UK accounting profession, accord- 
ing to Mr Grenside, ‘did not like at all’ 
the present valuation rules — effectively 
a limited list of accounting principles — at 
present contained in section 7 of the 
fourth directive. To enshrine accounting 
principles in the text of such a directive 





The ICMA President, Mr A. W. Howitt, M.A, F.C.A., F.C.M.A., J.Dip.M.A., in conversation 


would lead to inflexibility in amplifying 
or amending them — not to mention that 
some of these principles would be 
regarded by a significant body of UK 
opinion as of doubtful validity. He wanted 
to see the ‘true and fair view’ accepted 
as the overriding requirement, in prefer- 
ence to the (predominantly German) 
concept of 'true and in accordance with 
law’. 

Opening the second paper, Mr W. A. 
Black, a managing director of Baring 
Brothers & Co Ltd, drew attention to the 
rapid and continuing growth in world 
trade; UK exports alone, he said, had 
grown from £3,700 million in 1960 to 
£9,000 million in 1971. Of this total, 
84 per cent was composed of manu- 
factured goods, with an increasing pro- 
portion of capital rather than consumer 
items. 

He devoted a substantial part of his 
paper to the work of the Export Credit 
Guarantee Department which, he said, 





with Mr H. A. V. Wilson, B.Com., F.C.A., F.C.M.A., a member of the Institute's Post- 
Qualifying Education Committee (/eft) and Mr W. A. Black, a managing director of Baring 


Brothers Ltd, one of the speakers. 
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FED 


Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and - without any 
form-filling - study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 


More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. - up to £5,000; Overseas - up to 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000--. 

Temporary Staff: M. Farrer, 01-628 0391. 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 


I shall let you know within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


47 Finsbury Court, Finsbury Pavement, London EC2A 1HT 





LEWIS, COATES & LUCAS LTD 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


inclusive 





38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 
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You cul have these 
letters after your name 


with SOA 
guaranteed tuition 


Qualifications are the key to success. Without them, you 
could stay in the same old rut for years. With them, the way 
to the top 1s wide open. 

We're now offering you a home study course with a 
unique benefit: a course which guarantees to coach you 
until you get the qualifications you need! It’s a fact! We go 
on coaching you until you pass your exams. And thousands 
have already passed through The School of Accountancy — 
thousands of successes in professional examinations ! 70 major 
prizes, including 20 S. Laurence Gill Prizes, 29 Leverhulme 
Prizes, 13 Donald L. Moran Prizes, 10 George Russell 
Prizes and many more. Last year many of our students 
re-enrolled for further qualifications after passing their 
examinations — and many more of our enrolments were 
entirely the result of recommendations from former SOA 
students. Once you’ve experienced success through SOA, 
you'll realise there’s no reason why youcan’t go right to the top. 

With the School of Accountancy you study in your own 
home, at your own time, at your own pace. All material is 
specially designed to develop individual potential. You are 
coached by a tutor who is a highly qualified expert in your 
field. He will guide you through the course and the model 
answers, step by step. And give you advice on exam 
techniques. 

Find out about the School of Accountancy. Fill in this 
coupon and send it off today — your first step on the road to 
success. 


Your way to success starts here! 


—— — — ——— ee ee — — -—] 


| Post this coupon today to: | 


The School of Accountancy & Business Studies, | 
| 107a Regent House, Stewarts Road, London SW8 4UJ 


or 
| 107a Regent House, 341 Argyle Street, Glasgow G2 8LW. 
Subject or Examination 


NAME 


ADDRESS 
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Accredited by the Council for the Accreditation 
of Correspondence Colleges. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
J 





iS = 


THE 


VIII ACCOUNTANT March 1st, 1973 


Knight ~ 
Frank & 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 
Plant and Machinery 
Fire Loss Assessors. 


20 Hanover Square, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 





Specialized Tuition for the 
Examinations of the 
Institute of Chartered 


At the examinations leading to the qualification of Chartered Accountants, Metro- 


companies 
11,000 SUCCESSES AND 350 HONOURS — [| ‘standard’ companies 


Formed by experts to meet the precise needs of the 
including fifty-six first places, thirty-eight second places, sixty-six third and fourth business concerned, they reflect current legal practice. 
places, and numerous prizes, medals and scholarships. 





* The Metropolitan College offers you the benefit of 





more than sixty years' accumulated experience in LINKED PRIVA rE 65 di , - 
examination coaching. STUDIES imme late companies 
A guarantee of coaching until successful. * ve € n ote "Mei a c ee 
x Helpful, up-to-date study notes, mostly in printed Te icon College. of simplified company formations using pre "drafted standard 
pocket-sized booklet form. qm politan College now Memorandum & Articles for extra speed and simplicity. 
* Adequate test practice and tutorial criticism. offer facilities for 
* Invaluable self-examination questions. integrated oral and 
X Official publications of the Institute, appropriate 





correspondence tuition. B z , o 
One week ‘PEP’ Courses ready-made’ companies 
— to assist students i . : ‘ 
EE aee grecs ey Incorporated Private Companies with £100 authorised 
Week-end residential cap ital. 
‘Punch’ courses — for 

| 

| 
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to the Intermediate and Final examinations. 
JOINT DIPLOMA IN MANAGEMENT 
ACCOUNTING SERVICES 
CERTIFICATE IN MANAGEMENT 
INFORMATION 


The above-mentioned examinations are open to 
members of the Institute and have been instituted to 
improve the standard of accounting services and 
to encourage study in the increasingly important field 
of business administration and organization respec- 
tively. When applying for particulars of the College’s 
expert postal courses, please specify the examination in which interested. 


intensive concentration 
on particular subjects. 
For details of these, and 
other linked courses 
write to Metropolitan 
College, St Albans. 


à - , A 

special’ companies 
We are expert in forming Guarantee Companies, Public 
Companies, Unlimited Companies, Charities, Industrial & 
Provident Societies and Housing Associations 
& Societies. 





Write today for a free copy of this College ‘Accountancy’ Prospectus to the 
Metropolitan College, St Albans (A1), or CALL at 30 Queen Victoria Street, 
London EC4N 4SX. Telephone 01-248 6874. After Office hours (5 p.m. 
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Mr J. P. Grenside, F.C.A., delivering his paper to the conference. 


had the dual distinction of having inno- 
vated most of the credit insurance tech- 
niques now in use throughout the world 
and of insuring a greater proportion of 
exports than any of its counterparts 
abroad. For obvious reasons (after some 
early disastrous experiences) ECGD oper- 
ated either on a whole turnover basis or 
on a reasonable spread of selected 
markets; further, it will insure only go per 
cent of commercial risks. 

Among the roles now being played by 
merchant banks, Mr Black instanced the 
seeking out of foreign governments or 
monopoly agencies where a demand for 
British capital goods was foreseen, and 
negotiating a line of credit to promote 
British exports. Where the total of such 
requirements could be aggregated over 
a term of 12 to 18 months, much more 
favourable credit terms could be ob- 
tained — because of the size of the over-all 
figure - than if individual purchases 
were made separately. 


EEC opportunities 


In the course of a lunch-time address, the 
Earl of Limerick, M.A., C.A., Under- 
Secretary of State for Trade, spoke of the 
opportunities presented by membership 
of the European Economic Community, 
'for British management and indeed for 
everyone with a stake in this country's 
industry and commerce'. Britain had been 
gently slipping, for a long time, down the 
league table of the world's major in- 
dustrial and trading countries and, if this 
trend was to be reversed, the battle for 
increased business within EEC would 
turn upon decisions taken by all managers 
- not only those directly concerned with 
exporting. 

Cost and management accountants 


should be in an excellent position to see 
that the right questions were asked in 
seeking to boost business in EEC 
markets. Negative answers to such 
questions could mean only a lack of 
awareness of the opportunities; if we were 
not careful, others would find while some 
firms were still looking. 


Large-scale cash management 


Mr A. Fryer, B.E.M., F.C.M.A., A.C.I.S., 
assistant treasurer of ICI, then came to 
the rostrum with a paper on 'Cash man- 
agement in an international group.' He 
first outlined the procedure followed in 
the UK to build up ‘fairly reliable’ fore- 
casts of short- and medium-term cash 
movements up to one year ahead, ena- 
bling the chief cashier either to place cash 
surpluses in the money market or to 
cover anticipated deficits by short-term 
borrowings. Additionally, short-term fore- 
casts of daily and month-end balances 
were used to plan investment of periodic 
surplus funds to earn interest and to 
mature when heavy payments were due 
to be made. 

Though the same general principles 
applied overseas as in the UK, their 
implementation was complicated by a 
number of additional factors — geo- 
graphical and time differences, exchange 
controls, stability of various currencies, 
taxation and international interest rates. 
In such a potentially complicated situa- 
tion, flexible management was essential 
and any form of stereotyped procedures 
could be disastrous. 

The essential considerations of a 
centralized cash management system, he 
said, were cash flows, invoicing policy, 
foreign exchange risks and intra-group 
netting and pooling arrangements. As an 


appendix to his paper, he furnished a 
list of countries in which cash manage- 
ment was subject to special situations. 


Successful competition 


Finally, Mr C. A. Brooks, F.C.M.A., 
spoke on ‘Competing successfully over- 
seas’, and gave the result of a question- 
naire which he had distributed to 
accountants in some 20 countries mainly 
in Europe. He had expected ‘the odd 
pessimistic reply’, but in the event the 
picture had proved almost universally 
bleak; in 7o per cent of the cases sur- 
veyed, Britain’s market share was declin- 
ing, and 30 per cent of those surveyed 
considered British performance ‘below 
average’ in comparison with others. 

No company, Mr Brooks thought, 
should expect to succeed abroad if it 
could not succeed at home. The most 
important role that an accountant could 
play for the success of his company was 
by active participation as a member of 
the management team; the importance of 
figures presented to the board was 
‘basically the same, whether you are 
opening up in Merthyr Tydfil or Mar- 
seilles’. Management would not turn an 
international opportunity away simply 
because it would be too hard on the ac- 
countant, but many companies operating 
overseas seemed to lack the resources to 
provide information for decision-making. 

Within areas of specifically accounting 
responsibility, he instanced the different 
rules enforced by overseas countries in 
respect of capitalization and penalization 
of foreign borrowing, and the highly 
specialized subject of international taxa- 
tion. Attempts to cut accounting staff 
costs in Europe were likely to be reflected 
dramatically in the level of capability. 
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. Taxation of Close Companies 


_ Inland Revenue Statement of Practice 


TA ; The purpose of this statement is to bring together various statements of practice relating 
- . to the taxation of close companies and to re-state them in the light of the introduction of 


1. Liability to apportionment of income of groups of 


- companies 


E. In arriving at the relevant income of a parent company which is a 


= trading company (or a ‘member of a trading group’, as defined 


E by paragraph r1 (2) of Schedule 16, Finance Act 1972), regard 


will be had so far as is reasonable to the business requirements 


- . and resources of companies which are subsidiaries of the parent 


company and are trading companies or members of the trading 


— group. T'his approach may need to be modified in particular cases, 


- .. for example, where persons other than the parent company have 


a substantial interest in some or all of the subsidiary companies. 
In arriving at the relevant income of a subsidiary company 


which is a trading company or a member of the trading group, 


the subsidiary company’s requirements would normally be 


limited to those of its own business, but regard will be had to 


the requirements and resources of other companies in the group 


P - if it is appropriate to do so, for example, where the subsidiary 


.. company has trading links with the parent company or with 
. another subsidiary in the group. (The Accountant, July 16th, 


1970.) 


— -. 2. Associated companies 


In determining whether two companies are controlled by the 


= same persons, and are therefore associated for the purposes of 
"applying the provisions of paragraph 9 of Schedule 16, Finance 


_ — Act 1972 (abatement of estate or trading income in determining 


maximum relevant income) it is not normally the practice to 
seek to attribute to a person the rights and powers of his 


— relatives (other than his wife and minor children). If, for 
— example, one individual owned all the shares in company A, 
= and his brother owned all the shares in company B, it will not 
- normally be contended that B's powers could be attributed to A 


so that A could be treated as controlling B's company as well as 
his own. Again, if their father held, say, 20 per cent of the shares 


—  jneach son's company, it will not normally be contended that the 
=_= powers of the sons should be attributed to him so that he could 
- be regarded as controlling both companies. It will be necessary, 

= however, to reserve for consideration all cases where there was a 





substantial trading interdependence between the two companies. 


Cases where companies would be associated if a person had 


attributed to him the rights and powers of persons who were his 


* . associates under section 303 (3) (b) and (c), Income and Cor- 


poration Taxes Act 1970, will be considered on their facts. 
There may be some exceptional cases where, without attributing 
to any person the rights and powers of his associates, two or 
more companies could be regarded as associated because both 
are controlled by the same trustee (for example, the trustee 
company of a clearing bank). This fact alone will not be 
regarded as a ground for treating such companies as associated ; 
but if there were any connection, past or present, between the 


i n. the new system of corporation tax on April 6th, 1973. References to the earlier statements 
— are shown in parenthesis. 


companies, the case would need to be considered on its facts. 
Similarly it will not be contended that two or more companies 
are associated merely because they could all be treated (under 
section 302 (2) to (4), Income and Corporation Taxes Act 1970, 
as amended by paragraph 5 of Schedule 17, Finance Act 1972), 
as controlled by the same loan creditor, provided that the loan 
creditor is an open company (or any other bona fide commercial 
loan creditor, and there is no other connection between the 
companies). (The Accountant, August 24th, 1968, p. 244.) 

NB: This practice will also be applied for determining whether 
two companies are controlled by the same persons, and thus 
associated, for the purposes of section 95, Finance Act 1972 
(mitigation of corporation tax liability of small companies). 


3. Treatment of dividends paid within a group in 
determining distributable profits for the purposes of 
apportionment of company income 


Where a group of close companies so wishes, all distributions 
within the group, for all periods, shall be included in the dis- 
tributable profits of the periods for which they are payable 
(apart from distributions made more than a reasonable time after 
the end of the period, i.e., those falling outside paragraph 
10 (1) (a) of Schedule 16, Finance Act 1972). For this purpose a 
group of companies will be regarded as consisting of a parent 
company which is not itself a subsidiary of another company, 
and all companies (including companies not resident in the UK), 
which are subsidiaries of that parent ('subsidiary' being inter- 
preted in accordance with section 284 (5), Income and Corpora- 
tion Taxes Act 1970, but disregarding sub-paragraph (5) (c)). 

Where a group of close companies wishes to adopt this basis 
it will be required to give an undertaking that the basis will be 
adhered to irrevocably as long as companies remain within the 
group. To avoid transitional difficulties it is expected that the 
decision on whether to adopt this basis would be taken with 
effect from the accounting period in which a group came into 
being. 


Example 


In the year ended December 31st, 1974, a close parent com- 
pany receives dividends of £50,000 declared by its subsidiaries 
for the year ended December 31st, 1973. T'he parent declares 
a dividend of £45,000 for the year ended December 31st, 
1973, and pays this within a reasonable time after that date (so 
that the dividend is within the provisions of paragraph 
10 (1) (a) of Schedule 16 already referred to). If the group 
adopts the basis described above, the dividends of £50,000 
from the subsidiaries will be included in the distributable 
profits of the parent, for the purposes of determining its 
distributable profits, for the year ending December 31st, 1973, 
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and not for the year ended December 31st, 1974. (The 
Accountant, November 11th 1967.) 


4. Disallowed directors’ remuneration 


Where directors’ remuneration is disallowed for corporation tax 
purposes the disallowance will not rank as a distribution. Where 
such a disallowance has been negotiated with the Inspector of 
Taxes the Schedule E liability of the director will be reduced by 
the amount of that disallowance, provided that the amount 
disallowed is formally waived and refunded to the company 
by the director and a satisfactory settlement, of the amount to 
be apportioned (if any) under Schedule 16, Finance Act 1972, 
for that accounting period is reached. (The Accountant, July 
16th, 1970). 


5. Excess of relevant income over distributions: 
Small amounts 


Where a close company is a property investment company, or an 
investment company which is a subsidiary member of a trading 
group, no apportionment of the excess of the company's relevant 
income over its distributions will be made for any period in 
which that excess is not more than £100 (proportionately 
reduced for accounting periods of less than 12 months). (The 
Accountant, February 15th, 1969, p. 237; and Extra-Statutory 
Concession C.7., The Accountant, February 11th, 1971.) 


NOTES: 


(a) Paragraph 1 (3) of Schedule 16, Finance Act 1972 exempts 
from apportionment the income of a trading company, 
and of an investment company which heads a trading 
group (within the definition of paragraph 11 (2) (a) of that 
Schedule) unless the excess of relevant income over 
distributions is more than £1,000. The concession is 
therefore superseded so far as such companies are con- 
cerned but it will continue to apply to property investment 
companies and investment companies which are sub- 
sidiary members of trading groups. 


(b) Where the property owned by a close investment company 
is subject to rent control and as a result Schedule A losses 
arise each year, the company will be regarded as a property 
investment company provided that the value of the com- 
pany's assets invested in real property exceeds the value 
of its other investments. (The Accountant, July 16th, 1970.) 


6. Close companies in liquidation: Distributions in 
respect of share capital 


It is the practice under the existing system, if the members 
agree, to treat actual distributions in respect of share capital, 
out of income of a close company arising after the commence- 
ment of a winding-up, as distributions to be charged to income 
tax (including surtax) to the extent necessary to eliminate a 
shortfall of distributions. Distributions so treated are not then 
taken into account for capital gains tax purposes. 

Under the new system an excess of relevant income over 
distributions for an accounting period ending after April sth, 
1973, will not give rise to any basic rate income tax liability and 
the practice described above will not apply. Where, however, 
there is such an excess for a period after the commencement of 
a winding-up and an apportionment is made under the pro- 
visions of Schedule 16, Finance Act 1972, for the purposes of 
liability to higher rate tax (including investment income 
surcharge), the resulting liability of a participator will be 
restricted to the excess, if any, over the capital gains tax he has 
paid and which he shows is attributable to his receipts (as 
distributions in respect of share capital) out of the apportioned 
income for the period. (Paragraph 107 of the Board's booklet 
Corporation Tax, February 1966.) 


reorganization is raised. (The Accountant, August 24th, 1968, 

































7. Cessation of trade and liquidations 


It is the practice to examine cases of reorganizations carried out — 
entirely for bona fide commercial reasons in order to see whether — | 
any relaxation of paragraph 13 of Schedule 16, Finance Act 1972 

(apportionment of income on cessation of trade or liquidation) — | 
can be given. For this purpose full information about any 
reorganization (whether proposed or already carried out) where | 
the point may arise should be given to the Inspector of Taxes 
when dealing with the tax liabilities of the company or when the | 3H 
question of the application of paragraph 13 to a proposed | 4 
p. 244.) oe 


> ur 


8. Close companies owned by persons not residentin  . 
the United Kingdom M. 


Where a close company, 9o per cent or more of the ordinary ES 
share capital of which is beneficially owned by non-residents, — 
wishes to retain its surplus funds in this country, a request that E 
the company should not be liable to apportionment of its 
income will be favourably considered. (Hansard, February 8th, — . 
1968, Written Answers, col. 225; The Accountant, February —— - 
24th, 1968.) " 


= 
B 


E 
9. Cases of hardship oe 


Sympathetic consideration will be given to the following types | ae 
of case in which hardship may arise: M 


(i) Where in computing the profits of a close trading com- ; y 
pany a relatively large amount of entertaining expenses is — — 
disallowed and the income of the company is liable to — 


apportionment based on the maximum relevant income. — - 


(ii) Where a company has made distributions up to its — 
maximum relevant income in an accounting period and m 
the corporation tax profits for that accounting period are 5. 

ME 


reduced because of some factor beyond the company's — 
control. tad 


BD 
~~ 


(iii) Where a company's shares are quoted and dealt inona 
recognized stock exchange and for a short period 
straddling the end of an accounting period the company — 
becomes a close company because during that period less -~ 
than 35 per cent of the voting rights were held by the — 
public. (The Accountant, July 16th, 1970.) cM 


10. Interest on Inter-bank loans E 


Where a close company carries on a business of banking and in — 
the normal course of that business borrows money from 
another bank at the commercial rate of interest appropriate to — 
such a loan, the allowance for corporation tax of interest paid — — 
after April 15th, 1969, is not restricted by reference to the limit — 
laid down in section 285, Income and Corporation Taxes Act 8 
1970. (Extra-Statutory Concession C.8, The Accountant, — 
February 24th, 1972.) i 
11. Loans to executors to pay estate duty and capital — - 
gains tax | ME 
Where a close company which is a trading company ora member — é 
of a trading group makes a loan to a participator to enable the — 
payment of estate duty the charge to tax under section 286, — 
Income and Corporation Taxes Act 1970 (as amended by para- — - 
graph 3 of Schedule 17, Finance Act 1972) is temporarily sus- 
pended, subject to the following conditions: E 


(i) At least one-third of the ordinary share capital of th j a 
company forms part of the property chargeable to estate AE 
(ii) The loan does not exceed the estate duty which the OE 
executors, etc., show could not be paid without realizing — 
RE 
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some or all of the shares in the company on which estate 
duty is chargeable. 


(iii) Estate duty up to the amount of the amount of the loan 
is paid within a short interval (about a month) of the 
loan being made. 


The tax which is suspended becomes chargeable if the loan 
is not repaid within five years of its being made or earlier if in the 
intervening period condition (ii) ceases to be satisfied. 

This concession also applies, subject to the same conditions, to 
loans to participators to pay capital gains tax arising on death 
in respect of shares owned by the deceased in the close company 
at the date of his death and forming part of his estate. (Extra- 
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Statutory Concession C.2, The Accountant, February r1th, 1971 
and February 24th, 1972.) 


12. Close companies: Loan creditors 


In applying the test of control of a company in section 302 (2) (c), 
Income and Corporation Taxes Act 1970, as amended by 
paragraph 5 of Schedule 17, Finance Act 1972, to determine 
whether or not a company is a close company, a recognized 
money broker will not be treated as a participator of a company 
carrying on a business as a stock jobber solely by reason of 
short-term loans or advances arising in the ordinary course of 
their respective trades. (Not previously published.) 
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STUDENT ROUNDABOUT 


Evidence of More Responsible Attitude 
Among Students 


Vice-President' s Remarks at Manchester Dinner 


VIDENCE of a more responsible and 

less self-centred attitude growing 
among articled students was referred to 
by Mr Kenneth Sharp, T.D., M.A., F.C.A., 
Vice-President of T'he Institute of Char- 
tered Accountants in England and Wales, 
speaking at the annual dinner of the 
Manchester Chartered Accountants 
Students’ Society in Manchester last 
Thursday. 

He said it was the policy of the 
Institute to improve the quality of train- 
ing available to students, and to give their 
principals an appreciation of the true 
needs of students. This was a policy 
which the Council had followed for 
many years, and was gaining strength and 
speed which any informed member or 
student regarded as right. 





How much better it would be, said 
Mr Sharp, if that handful of enthusiasts 
who sought to represent student opinion 
would concentrate on a programme of 
co-operative reform rather than alienate 


those whose inclinations were sym- 
pathetic. 
The approach adopted by these 


students did no good, and frequently did 
actual harm to their case, but now there 
was evidence that a more responsible and 
less self-centred attitude was growing. 
This would assist the Institute to move 
ahead more rapidly, rather than continue 
in an atmosphere of fruitless and un- 
yielding acrimony. 

Mr Sharp said it was desirable from time 
to time to take a long, cool look at the 
purpose of being a student. There was 
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At the Manchester students’ annual dinner last [nursday. Centre, Mr David R. Briggs, M.A., 
F.C.A., President of the Society with, /eft to right, Mr Kenneth Sharp, T.D., M.A., F.C.A., 
Vice-President of the Institute, Professor A. L. Armitage, M.A., LL.B., LL.D., Vice- 
Chancellor, Manchester University, Mr G. N. Elliott, A.C.A., the Society's Vice-President, 
and Mr A. H. Walton, F.C.A., Immediate Past-President of the Institute. 


more to it than simply acquiring the know- 
ledge to pass exams as soon as possible. 

It was to provide for the future beyond 
the acquisition of mere technical knowl- 
edge and the ability to pass exams. The 
proper interpretation of a student's educa- 
tion was learning how to live as a 
member of a great and expanding pro- 
fession, he said. 

The true hallmark of a professional 
man was not measured merely in terms of 
competence, but also in terms of integrity, 
professional independence, and other 
qualities which could not be taught in 
the classroom, lecture theatre, or by 
correspondence course. 

They could be gained only by learning 
from the example of someone who had 
already developed them to a high 
degree. It was this that made the relation- 
ship between the Institute member and 
his student so vital to the development of 
the profession. 


Beneficial link 


Mr David R. Briggs, M.A., F.C.A., Presi- 
dent of the Society, expressed the hope 
that the presence at the dinner of 
Professor Alan Armitage, M.A., LL.B., 
LL.D., Vice-Chancellor of Manchester 
University, would mark the beginning of 
a long and beneficial link between the 
Society and the University. 

This link would become increasingly 
important as the profession recruited 
more graduates. Last year, he pointed 
out, 1,761 graduates became articled — 
600 more than the previous year and 
amounting to 30 per cent of the articled 
clerk intake. 

Today's trainees, he said, were faced 
with having to learn about an ever-more 


da 





complex range of subjects, including 
rapidly changing tax legislation. The 
accountant often had to cut through the 
complexity of the system to present an 
understandable report to the layman. 

He urged students with the job of 
preparing reports to read them again, and 
put themselves in the shoes of the 
recipient. 'They would be surprised at 
the improvements they could make. 

Mr Briggs paid tribute to the work of 
the Society's committee, in particular its 
chairman, Michael Allen, whose energy 
and enthusiasm had done so much to 
make the Society a force to be reckoned 
with. 


Forward-looking 


Proposing the toast of the Society, 
Professor Armitage said that the profes- 
sion had been one of the most forward- 
looking in providing for graduate entry. 

One important aspect of a university's 
functions was direct involvement with 
the professions and teaching for the 
professions, and he said he was pleased 
that there were very firm links between 
the university and accountancy in Man- 
chester. 

With the effects of entry into the 
European Economic Community likely 
to be felt from now on, and if Britain 
was to preserve the value and training of 
its great professions, universities and 
professions had to continue to work 
hand-in-hand. 

Nicholas Moulsdale, a member of the 
Societys committee, who responded, 
spoke of an active year, with a most 
dramatic expansion in the education 
programme. One-day courses had proved 
extremely popular, and the programme 
was to be further extended to include 
week-end and evening classes. 

In a reference to the possibility of a 
national register of firms to give precise 
details of the facilities they oflered, he 
said this would be a rational approach. 

It was the sanest way of dealing with 
a very real problem, although it might 
cause some raised eyebrows among 
principals. 


ESTATE DUTY AT LIVERPOOL 


A lecture meeting on estate duty was 
held recently in Liverpool when Mr 
Donald Rich, F.c.a., addressed 45 mem- 
bers of The Liverpool Chartered Ac- 
countant Students’ Association. From all 
reports the lecture was well received and 
gave an excellent insight into a topic 
which is generally regarded as a problem 
area for students taking the Institute’s 
Final Part I exam. 

The lecture was one of a series held in 
Liverpool, in conjunction with Wednes- 
day evening lectures being held at the 
Liverpool Polytechnic. 


IMPORTANT ONE-DAY COURSE 
IN BIRMINGHAM 


ExEcuTORsHIP and all its complexities 
still dominates the accounts paper and to 
some extent the taxation paper for Part I 
of the Institute exam. It is therefore vital 
that students taking this exam have more 
than an adequate grasp of this important 
subject. 

With this very much in mind, the Joint 
Lecture Committee of the Birmingham 
CASS have arranged a one-day course 
entitled ‘Executorship accounts and es- 
tate duty’, which will be held in the 
Library, Steelhouse Lane, on March 15th. 


The course will be led by Mr R. C. Ind, | 


B.A., F.C.A. 


Accommodation will be restricted to 80. — 


and it is advisable, therefore, for members 
to apply for a place without delay. 


Applications will not be considered after _ ECC 


March 12th. 


The fee is £1 for those working in the ; 


Birmingham area and 75p for Branch 
members. Cheques, which must accom- 
pany applications, should be made out 


Joint Lecture Committee and sent to the - 
Library, Fountain Court, Steelhouse - 
Lane, Birmingham B4 6EA. 





LETTERS TO ROUNDABOUT 


Institute's Appeal Procedure 


Sir, - The views expressed by Mr David 
Steeds (February 22nd issue), though no 
doubt sincerely held, would appear to 
have very little foundation in fact. 

Articled clerks are not at risk of being 
declared unfit to become members, as he 
seems to fear, because of any ‘generation 
gap’ between clerks and principals. Refer- 
ence to the Institute’s annual report for 
the years 1969 to 1971 shows that, over 
this three-year period, fourteen clerks 
were declared unfit to become members, 
and one registration of articles was 
suspended; apart from one clerk who had 
misrepresented himself as a member of 
the Institute, these cases all resulted from 
convictions of various offences of dis- 
honesty in the criminal courts. Thus the 
accused person’s guilt was established, to 
the satisfaction of ‘an independent body’, 
before any action was taken by the 
Institute in relation to his future. 

Of three reported cases involving past 
or present articled clerks in 1972 (reported 
in your issues of May 11th, June 8th and 
November 23rd, 1972), two were declared 
unfit as a result of convictions for theft — 
in one instance, with two charges of assault 
occasioning actual bodily harm as an 
aggravating feature — and the third for 
making a false statement in order to obtain 
a Preliminary certificate. I hope that Mr 
Steeds will not seek to maintain that a 
possible ‘identification’ of the Disciplinary 
or Appeal Committees with the principal 
rather than the clerk can have had any 
bearing on the appropriateness of the 
penalty in these cases. 

Limitations on the powers of domestic 
tribunals — including the Institute’s Disci- 
plinary and Appeal Committees — are 
dealt with in chapter XII of Ethics and the 
Accountant (Gee & Co, 1969). Such bodies, 
it is quite clear, are not ‘omniscient’; they 
cannot oust the jurisdiction of the Courts, 
or seek to establish themselves as the final 
arbiters in matters of law (Lee v. Show- 
men’s Guild of Great Britain [1952] 
1 All ER 1175). And, while the Courts are 


traditionally reluctant to interfere with a 
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domestic tribunal’s views as to penalty, 


they may do so where either the facts. 
found are not sufficient to support the 
charge (Felix v. General Dental Council — 
[1960] 2 All ER 391) or there is evidence 
in mitigation which was not sufficiently — 


deployed before the tribunal (Re a. 


Solicitor [1969] 3 All ER 610). 
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As a further safeguard, articled clerks - EC : 
are entitled to be represented before the — - 


Disciplinary or Appeal Committees by 


solicitors or counsel, in exactly the same 


manner as are members of the Institute. 
Yours faithfully, 


ONLOOKER. 
Name and address supplied. 


Examiners Examined 


SIR — As I have the responsibility of 


preparing around 150 of the candidates © 


for the Chartered Finals each half-year, L 
am an intensive student of the examination - 


papers. As such may I trespass on your . X 


space to comment on Mr Sully's contri- 
bution ‘Examiners Examined’ (‘Round- 
about’, February 22nd). 

Unfortunately his criticisms and sug- 
gestions are vitiated by a failure to grasp 
the objective of the examiners. They might 


be valid if the examination’s purpose was a 
to award a degree. However, the examina- 
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tions were established nearly a century ago 
as part of a series of tests to determine the - 


candidate's suitability to practise as a 


‘public accountant’. 


It is the obligation of the examiners to _ E 


devise a ‘practical trade test’ of the 
candidate's aptitude, ability, knowledge — 
and experience to offer this service. 


Clients set a chartered accountant a | 


specific problem, and offer him no choice. — 


Some 600,000 of these clients are com- 


panies who properly expect that he should 33 P 


have a good knowledge of the regulatory — 
acts without having to carry them about ~ 
and refer to them constantly. They do not, 
however, expect him to have prophetic- 
insight on future legislation. 


Other clients, comparatively few, ate. $ S. 


building societies; many are prospective 
investors in those societies who seek his ~ 
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“i ES guidance. A knowledge of the form of 
- building society accounts is a proper part 
— . Of a chartered accountant's equipment. 
— - And transactions in foreign currencies are 


— — .a day-to-day occurrence with which he 
—— must be familiar. 

E. The ICA examinations are not perfect. 
_ This is recognized by the Examination 
—— A Committee which welcomes criticism and 


= suggestions, and is constantly seeking to 
= . improve. However, it must be recognized 
= that the purpose of these examinations 
— excludes the possibility of alternative 
4 questions on vital matters of practice: 
= — accounts, auditing, taxation, and company 
— law. The Examination Committee does not 
— . require from the candidate 100 per cent 
- perfection, but rather an indication that he 
has attained a standard of knowledge and 
_ experience sufficient to obtain a reasonable 
-. accuracy without reference to text books 
| —— and Acts. 
OM It is clearly implicit that a public 
— .. accountant who charges his clients on a 
—..  'time basis’ should be able to carry out 
— . his work with reasonable speed, including 
| — rapid calculations. It is also evident that 
$ e he should be able to read quickly and 
- accurately and avoid falling into ‘traps’ 
| . through carelessness or inadequate knowl- 
- . edge. The inclusion of time limits, cal- 
Ag culations and ‘traps’ in his test, while 
— . subsidiary to the main content, is not 
- .. unreasonable. 
—  . Unlike Mr Sully, I have an exceedingly 
- . high respect for the examiner of Accounts 
— I, a man of great ingenuity and variety, 


—. who presents a constant challenge to my 
m / 
3 $ . students and myself. The examiner of 
2:3 Accounts II is rather more obvious, if 
- deserving of credit as a ‘trier’. The audit 


= papers usually contrive to test on an 
— - equitable basis articled clerks from small 
— and large firms. 
-. I considered the November Final Part I 
= exam stiffer than usual, particularly 
_ Accounts I. Conversely, the Final Part II 
~ A appeared to me to be a little sub-standard. 
- — A After all, an auditing question of the ‘old 
- — . master type’ is Intermediate rather than 
— Final II standard. My principal criticism 
-— . of Final II is that it is not always a 'pro- 
. gressive test’, stretching the student 
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" ence. It is questionable whether the 
_ ‘General Paper’ tests anything beyond a 
-—— — capacity to ‘waffle’, and I shall not mourn 
= its end in 1974. 

ae In assessing the examinations it is 


—— A important to remember that ‘failure’ does 
- A not spell disaster. The student is adjudged 
- >not yet to have reached the requisite 
- standards. Having filled the gaps in his 
T knowledge he is free to try again in six 





months without any prejudice to his future 
career. 

As soon as the candidate has attained 
an adequate standard on a broad front, so 
that he is not likely to constitute a menace 
to his clients, he will, subject to any further 
requirements of character or experience, 
be eligible for Institute membership and 
a practising certificate. No prospective 


PRESIDENT TO VISIT 
NOTTINGHAM 


THE ICA President of the Institute, Mr 
Douglas S. Morpeth, T.D., B.COM., F.C.A., 
will visit Nottingham on March oth. He 
would like to meet as many members of 
the Nottingham CASS as possible to 
discuss and answer questions on topics 
connected with the future role of students 
and the profession. The meeting will be 
held in the Gallery Suite, Albany Hotel, 
at 4 p.m. 


Dinner dance 


The Society's annual dinner dance, in 
conjunction with the Law Students, will 
be held at the Strathdon Hotel on March 
16th. There will be a discotheque, 
cabaret spots and prizes. Dress is either 
lounge suit or dinner jackets. Tickets, 
price £2 are limited and applications 
should be made to David Oxland, 
c/o Hubbart Durose & Pain, 12/13 
Cheapside, Nottingham. 


LONDON'S AGM 


THE annual general meeting of the Lon- 
don CASS will be held at 6 p.m. on June 
5th at Chartered Accountants’ Hall. 

The Society’s rules require that not 
less than one calendar month’s written 
notice must be given of any resolutions 
or nominations to the committee to be 
considered at an annual general meeting. 
Such notifications for the meeting should 
therefore reach the Secretary at 43 
London Wall, London EC2M STB, by 
Saturday, May sth. 

Any member of the Society entitled to 
attend and vote at a meeting of the 
Society shall be entitled to appoint 
another person (who must be a member) 


client will ask him how many attempts at 
Final I or II were necessary, since the vast 
majority of our members have suffered at 
least one check. 
Yours faithfully, 
C. A. MUNKMAN, F.c.a. 


Principal Lecturer in Accountancy, 
Luton College of Technology. 


as his proxy to attend and vote instead 
of him, provided that no member present 
at the meeting holds proxies for more than 
three members. The appointment of a 
proxy must be in writing signed by the 
appointor, and must be received by the 
Secretary not less than 24 hours before 
the advertised time for the start of the 
meeting. Proxy forms may be obtained 
from the Society's office and must be 
lodged by 6 p.m. on Monday, June 4th. 


BIRMINGHAM STUDENTS 
TO MEET PRESIDENT 


ALL staff partners in Birmingham and the 
surrounding area are requested by Mr 
Gordon S. Major, T.D., B.COM., F.C.A. 
President of the Birmingham CASS, to 
encourage their articled clerks to attend 
the meeting to be held on the occasion of 
the visit of the President of the Institute, 
Mr Douglas S. Morpeth, T.D., B.COM., 
F.C.A., on Friday afternoon, March 23rd, 
before the senior society's annual dinner. 
After tea at 4 p.m. the President will 
address students and reply to any ques- 
tions. 

Admission will be by ticket only, 
obtainable free of charge from the 
Society's Library. 


Wine and Cheese Disco 


ON March 16th, commencing at 8.30 p.m. 
and lasting until the early hours the 
following morning, the Birmingham 
CASS are to hold a wine and cheese 
disco at the Birmingham Young Profes- 
sionals Club. The event, like all the 
Society's social functions, is expected to 
be a sell-out. Tickets, price 6op, are 
available from the Library, committee 
members or firms' representatives. 


| JOHN FOORD & COMPANY 


REVALUATION OF ASSETS 


E WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


01-262 2473-8 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


G. P. CarcHPOLE & Co announce that 
as from February rst, 1973, their East- 
bourne offices are at 16A The Avenue, 
Eastbourne, BN21 3YD. The telephone 
numbers remain unchanged as East- 
bourne 30373/4 and 30512. 

SPICER AND PEGLER, Chartered Ac- 
countants, announce the following ad- 
missions as partners, with effect from 
May 1st, 1973: London, Messrs ALAN 
C. J. DONALDSON, M.A., A.C.A., and PETER 
J. OLIVER, A.c.A.; Birmingham, Messrs 
Joun K. NORBURY, B.SC., A.C.A., and A. 
Bruce K. TAYLOR, A.C.A. 


APPOINTMENTS 


Mr Robert Armitage, A.c.c.A., has 
become internal auditor of University 
Computing Company. For the last six 
years he has been with Spicer and 
Pegler, Chartered Accountants. 


Mr B. A. Barrell, A.I.M.T.A., D.M.A., 
senior accountancy assistant, Kidder- 
minster Borough Council, has been 
appointed chief accountant. 

Mr Terry Egan, F.C.A., is to be man- 
aging director of CEA Combustion Ltd, 
a new company designed to become a 
major force in combustion engineering in 
Europe. 

Mr J. K. T. Fox, B.A., A.C.A., A.C.M.A., 
has been appointed financial controller/ 
company secretary of Stephenson, Mills 
Ltd. He was previously chief accountant 
of Berk Ltd. 

Mr Keith G. Frey, M.A., A.C.A., has been 
elected to the board of the Smiths Food 
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group as director of finance and con- 
troller. 


Mr J. F. N. Jackson, F.c.A., has been 
appointed group chief accountant of 
Ransome Hoffmann Pollard responsible 
to the director of finance. He joins the 
group from British Ropes. 


Mr C. W. Joyce, A.C.C.A., A.C.M.A., 
J.DIP.M.A., has been elected a director of 
Baker Perkins Holdings; he continues 
as group planning manager, and as chair- 
man of Douglas-Rownson Ltd, the 
Basingstoke subsidiary. 


Mr John Manners, F.c.A., for the past 
three years treasurer of the Honeywell 
companies in Britain, has taken up the 
additional appointment of treasurer of 
Honeywell’s control systems operations 
in Europe, with functional responsibility 
for all treasury activities of Honeywell’s 
thirteen control systems subsidiaries in 
Europe. 
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Mr J. Manners 


Mr G. E. Robinson 


Mr G. E. Robinson, A.C.C.A., has been 
appointed managing director of Linfast 
Fastener Centres, a distribution company 
in the Linread Group. Mr Robinson was 
previously secretary of Linfast and chief 
accountant of Linread. 


Mr D. I. Mackintosh, A.r.M.T.A., has 


been appointed Borough ‘Treasurer of 
Macclesfield. 


INSTITUTE OF ACTUARIES 


Mr Geoffrey Heywood, M.B.E., has been 
re-elected President of the Institute of 
Actuaries. 

Other officers have been elected for 

1973—74 as follows: 

Vice-Presidents: Messrs D. F. Gilley, 
P. E. Moody, P. R. Francis, M.A. and 
P. G. Moore, T.D., PH.D. 

Treasurer: Mr J. G. Day, M.A. 
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MEMORIAL SERVICE 
John Dennis Russell 


Memorial services for thelate John Dennis 
Russell, M.A., F.C.A., formerly senior 
partner of Binder Hamlyn & Co, and a 
member of the Council of The Institute 
of Chartered Accountants in England and 
Wales [The Accountant, January 25th], 
were held at the Church of St Bride, Fleet 
Street, and at Lymington Parish Church 
last Thursday, February 22nd. 

The hymns were ‘All people that on 
earth do dwell’ and ‘For all the saints 
who from their labours rest’, with the 
lesson from II Corinthians, ch. 4 and 5. 
At St Bride’s an address was given by the 
Bishop of Sherwood, the Rt Rev. Kenneth 
Thompson, life-long friend of Mr Russell. 
The service at Lymington was conducted 
by Canon Richard Corbett-Milward. 

The order of service concluded with 
the Nunc Dimittis: ‘Lord, now lettest 
Thou Thy servant depart in peace’. 
Retiring collections were taken for the 
British Heart Foundation. 


CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


Seven members were present at a recent 
meeting of the Management Committee, 
with Mr Henry Peat, President of the 
Association, in the chair. 

The committee had learned with great 
regret of the death of Mr John D. 
Russell, a member of Council who was 
also a member of CABA Management 
Committee for 15 years. A letter of 
condolence was sent by the President to 
Mrs Russell. 


Applications for assistance 

Grants were approved for each of the 
three new applicants for assistance. 
Thirty-three applications for the renewal 
of grants were considered and further 
grants were made where appropriate. 
Two grants from the Special Fund were 
renewed and changes in the circumstances 
of 17 other beneficiaries were reported. 


CAPITAL ALLOWANCES AND 
NORTHERN IRELAND GRANTS 


Two Treasury Orders have been pub- 
lished relating to capital allowances and 
Northern Ireland grants. The Capital 
Allowances (Corresponding Northern 
Ireland Grants) Order 1973 (SI 1973 No. 
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: 178) specifies the grants payable in North- 


ern Ireland which correspond to grants 
payable in Great Britain under Part I 
of the Industry Act 1972 with the con- 
sequences that the amount of the speci- 
fied grant is not deducted from the 
recipient's capital expenditure when his 
capital allowances are calculated. 

The Capital Allowances (Northern 
Ireland Grants) Order 1973 (SI 1973 No. 
113) varies the highest rate at which a 
taxpayer may receive a grant under the 
Industrial Investment (General Assist- 
ance) Act (Northern Ireland) 1966 in 
respect of his capital expenditure on 
machinery or plant without incurring 
loss of first-year allowance. The limit is, 
in general, increased to 30 per cent, but 
for certain expenditure related to con- 
tracts made before December 8th, 1970, 
it is reduced to r9 per cent. 


PUBLIC ACCOUNTS AND 
AUDIT COURSE 


The Overseas Development Administra- 
tion of the Foreign and Commonwealth 
Office is sponsoring 16 accountants and 
auditors from developing countries as 
far apart as Cyprus and Botswana, 
Indonesia and the Cayman Islands on a 
four months' special course in public 
accounts and audit which began recently 
at Wandsworth Technical College. 
The purpose of the course is to provide 
training in the basic principles and 
practices of accounting and audit as 
applied to the public service, with parti- 
cular emphasis on their practical appli- 
cation and use in developing countries. 
Topics dealt with by the trainees will 


include programme budgeting, mech- 


anized accounting and accounting for 
government commercial enterprises. 

An important aim of the course will be to 
equip the participants with the necessary 
knowledge and techniques to train others 
when they return to their home countries. 


FURTHER BENEFITS FROM 
INTER-FIRM COMPARISON 


How best to profit from the lessons 
learned from the 1972 Inter-firm Com- 
parison is the theme of a one-day con- 
ference to be held by The Institute of 
Chartered Accountants in England and 
Wales at Chartered Accountants’ Hall 
on May 8th. 

Entitled ‘Improving practice profit- 
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ability’, the conference is aimed at 
partners and prospective partners in firms 
dealing with medium- and small-sized 
clients. It will be especially useful for 
those who took part in the Inter-firm 
Comparison, although participation is 
open to any firm. As an additional in- 
ducement, those firms involved in the 
Inter-firm Comparison are being offered 
a reduced rate for attendance and an 
assurance that the confidentiality of 
information obtained during the com- 
parison is being strictly oberved. 

Mr Kenneth Sharp, T.D., M.A., F.C.A., 
Vice-President of the Institute, is chair- 
ing the conference and the Deputy 
President, Mr Kenneth Wright, M.A., 
FC.A., is giving the opening talk on 
‘Improving service to clients’. Other 
topics to be covered are ‘Management and 
control of an accounting practice’, 'In- 
demnity insurance’ and ‘How to charge 
a reasonable fee’. The final session will 
summarize the benefits to be obtained 
from an inter-firm comparison and dis- 
cuss ways of improving the 1973 survey. 

If sufficient interest is shown in the 
London presentation, the Insitute intends 
to repeat it elsewhere in the country — 
possibly in Manchester and Bristol. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


Meetings of the Accountants’ Christian 
Fellowship for Bible reading and prayer 
will be held on Monday next, March 5th, 
when the subject will be ‘Prayer for the 
Church (People)’ with special reference 
to John 17. 

The City meeting will be held at 1 p.m. 
in the Church of St Peter-upon-Cornhill, 
London EC3 (entrance in Cornhill, near 
Gracechurch Street) and will be led by 
Mr Bernard Tattersall. Buffet lunch will 
be available (charge 25p) during the 
meeting. 

The parallel meeting at the same time 
in the West End will take place at the 
Vicarage of Christ Church, 21 Down 
Street, London Wr (near Green Park 
station) and will be led by Mr Andrew 
Russell. Bring own sandwiches, coffee 
provided, 


Annual General Meeting 


The annual general meeting of the Fel- 
lowship will be held at 6 p.m. on Wednes- 
day, March  r4th, at Chartered 
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Accountants Hall, Moorgate Place, Lon- 
don EC2, and will be followed at 6.30 
p.m. by a discussion meeting on 'Dealing 
with 'T'hings'. 

Accountants and their friends are wel- 
come at these meetings, whether or not 
they are members of the Fellowship. 
Coffee and biscuits will be available at 
6.15 p.m. 


IN PARLIAMENT 


Professional Standards and 
Qualifications 


Mr Jav asked the Secretary of State for 
Education and Science whether she will 
resist proposals by the EEC for regulating 
professional standards and qualifications 
in the United Kingdom. 

Mr Bopy asked the Secretary of State 
for Education and Science what steps the 
Government intend to take to resist 
proposals by the EEC for regulating 
professional standards and qualifications 
in the United Kingdom. 

Mrs THATCHER: Our attitude towards 
specific EEC proposals in this field will 
be determined after full consultation with 
the United Kingdom interests which 
would be affected. 

Mr Moyte: Will the right hon. lady 
take the matter further and undertake 
that the British Government will have 
nothing to do with the standardizing of 
professional qualifications on the basis of 
hours of instruction? 

Mrs THATCHER: I think that what I 
have said is correct. We are looking at 
each directive as it comes up, making 
our full contribution to it and consulting 
each of the professional interests. I 
cannot go further than that. 

Hansard, February 13th. Oral answers, 
col. 1,127. 


Probate 


Mr BRYANT GODMAN IRVINE asked the 
Chancellor of the Exchequer if he will 
raise the exemption from filing details 
with the Probate Office of an estate from 
£500 to £5,000. 

Mr Nott: I am looking into my hon. 
friend's suggestion. The increase pro- 
posed would, of course, involve a number 
of other institutions besides the Probate 
Office. 

Hansard, February 
answers, col. 270. 


12th. Written 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


passes, it assures your success in all the 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SWI9 4DS 
01-047 22 


it 


Accredited by the Council for the Accreditation of Correspondence Colleges 





dere d EF ET 


THE 


March 1st) 1973 ACCOUNTANT 


REQUIRED ior Trustee Clients 


Freehold property reversions 
SHOPS OFFICES OR INDUSTRIAL 







ape 
e acce 
Low y 


Reversions within 25 years 


No upper price limit 


49e 
Nts re 
lain 
ey 


Full particulars to P. S. Winfield, F.R.l.C.S. 





29 ST GEORGE STREET HANOVER SQUARE LONDON W1A 3BG 01-629 9292 


The Institute of Taxation 


PRESIDENT: H. WARBRICK, F.C.C.A., F.C.I.S., FTAL 
VICE-PRESIDENTS: DESMOND F. AIREY, F.C.A., F.C.C.A., F. T... ALLAN A. BRENT, F.C.I.S., F.T.I.l. 
STANLEY A. SPOFFORTH, FCA; F.C.I.S., FTA 
SECRETARY: A. A. ARNOLD, F.C.I.S., F.T.I.I. 


The Institute of Taxation exists to promote the study of, and the interchange 
of information about, taxation among members of different professions. Conferences 
and lectures are held and members receive regular circulars, digests of tax cases 


and annotated copies of legislation. Representations are made on technical aspects 


of taxation. 

Those not qualified for membership may subscribe to a scheme under which 
they receive all the publications, except that the circulars are occasional only and 
deal with general matters as distinct from those of specialised professional interest. 

Full particulars of membership, which is by examination, and of the subscriber 
scheme may be obtained from: 


The Secretary: The Institute of Taxation, Clifford's Inn, London, EC4A 1DE. 








JUST PUBLISHED ~ 


INDUSTRIAL - 
ACCOUNTANCY 


By I... DEVINE, M.Sc., C.Eng., M.I.Prod.E., M.I.M.C., A.Comm.A. 


Production engineering and works management rely on accounting 
information for their decisions on manufacturing policy and operation. 
The works manager and the accountant must perforce understand one 
another if a business is to prosper. 


PRICE No recent book brings out more clearly what industrial accountancy 
has to offer than Frank Devine's. He is an engineer who has been 

£23:29 net i ! 
consultant, line manager and chief executive, both here and in the 


£3-40 United States. He has seen the practice of industrial accountancy at 


including 


first hand. The result is an authentic study of working capital require- 
ments, profitability, ratio analysis, planning, budgetary control, standard 
post & packing U.K. costing, variance analysis, marginal costing and product evaluation, 

seen from the manufacturing head's chair. The works manager who 
£398 reads the book must inevitably know more about accounting services 
Overseas available to him. 


Students preparing for Council of Engineering Institutions, Institution 
of Works Managers and Institute of Cost and Management Account- 
ants examinations and membership will also learn much from these 
clear and practical one hundred and fifty pages. | 


GEE & 60 (PUBLISHERS) LTD 


(Publishers of 7he Accountant) 


151 STRAND, LONDON WC2R 1JJ 
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LET'S MAKE 
SWEET MUSIC TOGETHER. 











THE INVESTOR POLICY 


Since its launch in 1966 the value of units in 
the Investor Policy Fund has more than doubled. 

So if you have clients who want an attractive 
investment with a guarantee against loss, let's 
make sweet music together. 

For further details contact our nearest branch 
or write to our head office, 9 St Andrew Square, 
Edinburgh EH2 2YD. Telephone: 031-225 1291 
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A Wait and See Budget 


Y i 
HAT a number of members of the House of Commons 


rose and waved their Order Papers at the end of Mr 
Barber’ s third Budget speech must surely have been due 
more to the quality of his exposition than the content of the 
address’ ‘Admittedly, it can be argued that there was some- 


thing for everyone — or nearly everyone. For those MPs- 


and others who have viewed the mounting total of govern- 
ment expenditure with concern, there was the promise that 
. expenditure was to be reined back. For those concerned, 
and with. good reason, about the expansion of the money 
supply, the Chancellors new’ gilt-edged issues, plus 
inducements to savers, will be welcome. 


‘The Chancellor’ s reversal of his earlier decision to sub- . 


ject children's clothing to VAT was a sensible political 
move, while the increased limits on interest from savings 
will help the retired and other savers, as will the higher 
pensior rates. 

Such matters apart, however, the fact of the matter is 
that the Budget, as it stands, contributes little to a solution 
of thé basic economic problems of faster growth, inflation, 
and balance of payments disequilibrium. It would, of 


course, be somewhat remarkable if it did; for none of these’ 


problems is susceptible to any fiscal or budsetary solution 
acceptable to public opinion. This is. because of the twin 
problems | of a pending Brussels agreement on future 
exchange rates within the EEC, and the continuing labour 


disputes. over pay. It would be serious, indeed, for the. 


Chancellor's plans for continuing the present 5 per cent. 


growth raté in the economy if sterling were to be fixed at an. 


untenable parity. An even more serious situation will 

emerge a 

the present battle with the militant trade unions over pay. . 
One simple fact remains outstandingly clear. Until these 

matters have been resolved, the Chancellor cannot do more 


than try and hold the present course. By the autumn, or ` 


possibly before, the picture should be sufficiently clear 
for Mr Barber to decide whether or not the economy could 
derive some advantage from further fiscal changes. At the 
moment, it is a case of ‘}’y suis, y reste'. 


In Bare the best of the. situation, Mr Barber reminded 


: 
1 


E 


he national economy if the Government loses - 


the House that the economy was on a continuing growth 


‘path of around: 5 per cent; that the foreign currency and 


gold reserves were twice.as large as they were in June 1970; 
and that living standards last year rose faster than in any 
year since the end of the war. That said and done, there re- 
mained two conditions which had to be met if faster growth 
was to be maintained; they were a higher level of industrial 
investment, and the containment of the inflationary pressure 
without checking growth. As he fairly observed, the success 
of Phase T'wo of the Government's counter-inflation policy 


"was crucial to hopes for steadier prices and rising pros- 


perity. 

It is in the light of these objectives that the Budget 
proposals must be assessed, and with the best will in the 
world it is difficult to see just what specific action has been 
proposed that is likely to secure their achievement. For 
example, to announce that the annual raté of expansion in 
government spending would be held between 3 and 31 per 
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oe : per cent.after 1973-74, is not the same as achieving such. 
z a icuts. We have witnessed the massive supplementary votes 
2 E . required, and the field of public sector expenditure. is _ 
ces” littered. with the broken promises of past ministers. No one - 
4." has seriously denied that the situation ‘does not demand ^ 
29] p G precipitate cuts iù public expenditure’; what has been said 
57i ig that since expenditure depends on policy, it is high time 
A departmental policies, as well as. current spending pro- 
z^," grammes, should be scrutinized. 

- LU. ‘The massive rate of, public séctor spending has been the 
. main force behind the difficulties of the authorities in 
due - ‘regulating the ‘money supply. In 1973-74. the anticipated 
UNI "borrowing: requirement will.be £4,423 ‘million, and while’ 
us a itis reassuring to be told by the Chancellor that little of this 
will be financed. through the domestic banking systeni, we 


itta 


P ¢ 
y Ft 


1 i - .have to wait and see ‘whether his néw inducements to 


pe a “savers — Boone and institutional — will prove effective. ` 


C63 inducement to savers > .- 
oe .** These inducements comprise an increase in the maximum - 
NE * holding of National Savings Certificates up to £1,500, and 
issue of a new British Savings Bond carrying interest at 84 — 
per cent, together with a tax-free bonus of 3 per cent on 
maturity, The prizes on the Premium Bonds are being | 
“ss; increased by 25 further. weekly prizes of {1,000. The 
ve amies contribution urider the Save-as-you-earn scheme 
r um .can be- increased by a further £20 per month, or a similar 
"usum may ‘be allotted to the purchase of the employing 
B m e vl company’ s Shares under the extended Workers’ ‘Share . 
T Incentive Scheme. « S d eis s 
$5 a Y 'Of some valüe, too, is the increase from 21 to £40 in 
- allowable interest on` ordinary: savings and bank-accounts;- 
-ifor the married couple this. limit will-be doubled. For the: 
“institutions /— and, one suspects, for some individual © 
t Ps investors, too, — the ‘diet ‘is: somewhat different, and two: 
A ES new Treasury stocks are being offered: carrying 8 per cent 
ae and 9:1 per cent to earliest redemption date. If a conversion 
| ; offer i is accepted for the earlier dated stock, the yield. to 
ee `- redemption i in the year 2000 is equal to 9:6 per cent. 
i. x iy On the. fiscal scene, the picture is much as was expected. 
. There will be no changes in corporation tax for the financial 
“year 1972;nor will there be any transitional relief for un-. 
.« quoted. ‘companies, since it would be too expensive. It is 
(n < noteworthy that whereas the provisional. out-turn of the. 
“yield from corporation tax in 1972-73 is £I, 525 million; the 
e : v expected out-turn for the coming financial year is £2,045 
*-millions. "There will be few regrets that the. Chancellor 
. proposes legislation to collect a larger share.of the profits 
. from the exploitation of North Sea oil, through. both impos- 
E EX ^w ing taxation and preventing losses of tax revenue through - 
, artificial losses of the exploiting companies. i 
: The major tax concessions to individuals aie restricted to 
Ake retired.: Thus, age exemption limits are "raised.to £t, O00 
for a married. couple, and £700 for a single person; this 
"5 useful but not over-generous adjustment for inflation will 
. cdst the, Exchequer a mere e £7 million next year and £2 
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` cenit, idus some "réduction i in “these rates to Jau de to 2 milioni in à | fall year. "The MS Fels dse lose 


will not be abated if the dependant's income does not 


exceed the basic national i insurance pension rate, now raised 


„to £7: 75 for a single. person. 
While the concession in respect of age relief and interest 
receipts will: benefit the better-off- person in retirement, 


1973. 


.there are many who depend almost entirely upon the State 


. pension and additional welfare benefits. It is this section 


of the community that has been hardest hit by inflation,: 


arid it is appropriate that the Chancellor should have revised 


the various welfare benefits. Thus, sickness and unemploy- 


ment benefit, and the basic.rates of supplementary benefit, : 


are up by {x per week for a married couple and.by 6op 
for.a single person. The State pension is incréased by 
£160 to f12:50 per week for the married couple, and by 
£ 1'to £7-75 for the single pensioner. 


"T he'cost of these improvements in the national insurance 


benefits are substantial - £500 million in a full-year, In 
‘consequence, 
“increased by. 14P, and the earnings ceiling for graduated 
contributions -is lifted from £48 to £54 per week. The 


appropriate rate of graduated contributions is raised by — 


t per cent and: the employees’ flat-rate contribution — a 
wise move this — is cut by 4p. It was perhaps. natural, in 


the employers’ flat-rate ' contribution ‘is - 


view of the widespread feeling that pensioners had suffered | 


most in' recent times, that the Chancellor should try and 
anticipate criticism. of the latest increases in benefit, on the 
grounds that they were inadequate, by stating that since 
June 1970, pensions:have increased by 55 per cent; i.e., 


more than in the previous 12 years and at a rate udi 


twice as fast as puse | 


EN 


. No €hange.i in unified i income tax 


It was hardly a matter for surprise that the Chancellor : 
found no grounds: for changing the proposed rates of' 
income tax under the unified system, although it could be. 


claimed on the score of equity.that the. decline in the pur- 
chasing power of money merited a 10 per cent increase in 


the personal allowances. In the present unsettled in-. 


flationaty COR CUNG, however, such. a concession was not 
on the cards. 2x E | 


The Chancellor as befitted a good politician, ee | 


less, reminded his. audience that, given all the changes 
| made ` since -the Government took office, it had reduced 


taxation in the’ current | year by over L3, ooo. million., 


"Furthermore, 8o per cent of the benefits from cuts in direct 


personal taxation had gone to those with incomes less than :. 
one and a half times the average wage. To drive the point . 
home, he quoted an alternativestatistic that whereas during - 


- 


X 


the period 1964-70 ' ‘the tax. threshold had fallen by 12: 


per cent in real terms, during. more recent and happier | 


times. it had been. raised by 84 percent. ` 


That no further relief in respect of income tax for the 


bulk of the working community was possibles a matter for 


regret; but it is clearly impracticable to provide selective 


relief for the-lower income groups., There: is no doubt: 


that ‘the Government s critics. will stress the benefits - 
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which will accrue: AS the "Ves Ma ERE 
The ‘Chancellor nevertheless recognized the. need to.. 


defend his! decision on the proposed rates of'i income tax. 
“upon the highest i incomes. He had fno ‘hesitation i in saying ;. 
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that I beli ve that most people’ will consider. top-rates of: 


75 per cent. for earned income, and go per cent: for invest- A 


ment income, to be quite high enough’. These top rates, he 
continued, were still significantly higher than in almost all 


other developed countries. Thus, in the Federal Republic ` 
‘of Germany, which has recently imposed a 16: per: cent’. 


' temporary! surcharge on, higher incomes, this will still , 
leave the p rate at y 6o per cent. , 
Value added tax 

The abserice of any income tax E through. fiece ies 
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‘the resale of: ‘goods given. to charities. for, the relief of 
; distress. ill) be .zero-rated. “There will be transitional 
 payinents up to 1976-77 to compensate ‘charities for loss of, - 
tax repayments } on net covenants with ‘the lower Basic tax 
under, the unified incomé tax. ‘The total cost of such relief. 


"will be £3: million in the ` coming financial year, ahd -the 


ances will be noted still more by the general public in view 


of the fact'that the Chancellor has stuck to his original: 
that VAT should be imposed - initially at ro per: 


proposal 
cent, A good deal of play has been made of the inability’ of ` 
the ‘small | shopkeeper,. among others, to work out the 
equivalen Jof 74 per cent of a ‘price; and the proposed . 


figure has much to commend it ori-this account. Neverthe- 


less, there is more of a modicum of suspicion: among the- 


` public that VAT will have much the same effect upon ` 


prices as the change to decimal. currency. 


“A welcome concession, and one which will have a modest 


i 
"effect. upon the index of retàil prices is the decision to zero- ` 


rate foodstuffs, other than pet foods, now subject to pur- 


^y 
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Chancellor added that, taking full account of the changeover 
to VAT, the.cost to the Exchequer of the concessions to- 
: charities made in these. last two Budgets 1 is, estimated. to dk 
| of the'order of £20 million in 1973—74- bed 

. It is no' secret that one of the major. irritants for many 
` people i in the current inflationary scene.is thé much pub-' 
.licized profits: of land ‘speculators’ and. developers.’ Mr- 


* Barber was at pains to-stress that to tax profits from build-.- 
ing Jand‘to the point at which it was: withheld from the ` 


"market would.help no one; it would, in fact, aggravate the 
situation. He :proposes, therefore, after: consultation with ' 
local 'authorities, to introduce a speciál land hoarding 
charge which will, it is hoped, bring more land on to.the 
market.. The charge, which will be collected by the Inland 
Revenue, . will:be based upon the full market value of. the 
land once planning. peronoon has been granted. — 
Rating ‘relief 

"The results of the ich visit of local mA 


. representatives from the Midlands and Northern cities to. 


Mr Heath, following upon ` the rating revaluation; produced. 


chase tax at 18 per cent. These itéms include ice-cream;- ; from Mr Barber the promise that such authorities would be 


.' confectionery, non-alcoholic beverages and, for the en- 
arty giver, potato crisps and roasted nuts, This 


thusiastic | 






to cost {110 million i ina full year, and the 


ure of the Government's aversion tó imposing 


Retail schemes | | 
Itis hig y probable that these: items. will feature in^ the | 


.Governmeht's proposed publicity campaign . showing the. | 


effect on : he prices.of a wide range-of key goods and services.: 


In poosequence of the changes from the original proposals, | 


it is recognized that some retailers of the newly-exempted | 
products may wish 'to change their choice. of scheme as 


most suitable for their businesses. „Accordingly; those who. 


have opted for Scheme 2, or its modified versiori, may now 
decide at Scheme. 1 is preferable because it will -bë easiet 
to distingüish their standard rate ‘goods at the point of sale; 

while oth f$, such as clothes retailers, who: had: chosen 
Scheme 


nay now wish to change since ‘they are selling ` 
both zergirated and ‘standard-rated goods. Any . retailer 


any tax on! foodstuffs of all. kinds. 3 : a 


wishing to change his choice ọf scheme will be able to dò so. 


without difficulty, and although: the change should. be 


made before April rst, the Customs and Excise are pre- 


pared to fallow a further three months for the retailer: to ` 
revise his! initial choice, : | 


zo 


helped. The help, offered in the form of additional‘grant’ 
which-will amount to at least £10 million, will be equivalent ` 
to- half. the cost above: 10 per cent of any increases in 
' domestic, rate bills in 1973774 which. are attributable: 
solely : to the. effects of the revaluation. ' 


EJ l 
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The extent of this additional assistance will hardly à arouse -` 


| great enthusiasm among: the: householders, or councillors, 


|" of the urban authorities concerned. The bulk of the rate . 


increases in such areas owe.more to the rising costs of. local - 
. services ‘than: to the revaluation. Admittedly, in conse- 
. quence. of the revaluation such areas ‘have experienced a 


. slight shifting of the rate burden on to the domestic sector. 


At the same time, however, there is no doubt that the needs . 
of the older cities are very large indeéd, and it is question- 


able whether thè- existing determinants of the distribution . . 


of the rate support grant fully take their special neéds into | 


‘account, The revision of the grant of structure is overdue, 
but in- the meantime domestic oe in such areas > will 
have to'be patient. ee 

: The main questions; . however, remain. Until fe EEC 


. can. reach’ some compromise on excharige : rates the un- . 


certainty sürrouriding the pound will limit the Chancellor's. 
freedom of ‘action. Similarly,.until the current spate’ of . 
industrial disputes is ended. and their inflationary impact 
„assessed, general tax reliefs are out of the question. By 
the autumn we may have the answers to these questions. 


- There win undoubtably be e that charities un In: the meantime, like the rest of us,- the Chancellor must . 
derive some modest relief from. VAT. This will be achieved wait and^ bre developments, - M E" te 
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PECIFIC proposals for the award ' 


of fellowship by examination, 


- rather than effluxion of time alone, 
" were issued as a discussion document - 
" last week by the Council of The 


Institute of Chartered Accountants in 


s "England and Wales. The Council 
- has for some time been known to 


favour such a course, which formed 
part of its ‘Policy for Education and 


ER Training’ last year (The Accountant, 


May 25th, 1972). 


Speaking at that.time to the annual 
_meeting of the London and District 


Society of Chartered Accountants, Mr 
E. K.Wright, M.A., F.c.A. (now Deputy- 
President of the Institute) said that he 


. would prefer to see fellowship re- 


.. ..Qualifying Education: 
... for Professional Development’ at the 


- uam c 


= envisages a programme of study re- 


established ‘as a mark of achievement, 


' rather than as an automatic device for 
“increasing subscriptions after so many 

. -years membership’. 
„also discuss the Council's. proposals 


Mr Wright will 


in the course of his paper ‘Post- 
Opportunities 


Institute’s annual 


Majorca next week. 
‘A Scheme of ‘Tests for Fellowship’ 


conference in 


quring about 600 hours’ study (much 
of which, it is suggested, 
undertaken i in any event to equip the 


^^ member for his work’) and evidence 
> of three years’ relevant post-qualifica- 
"tion experience. The examination. it- 


self, it is proposed, would comprise a 
compulsory general paper, and three 
„others from a range of 14 options 
designed to allow candidates the 


^: maximum. flexibility in offering sub- 
jects appropriate to their chosen 


field of professional work. 

To meet the needs of future candi- ` 
dates for fellowship, an extensive 
range of courses will be needed from 
public and private sectors of education, 


'as well as from the Institute's own 


Courses Committee. While some at- 


.tendance at formal courses is to be 


preferred, the Institute will encourage 
‘the provision of correspondence 
courses and directed, private reading. 
> for members who are unable to attend 
s romia courses, 


i 


‘should be ` 


TE 
ACCOUNTANT 


Fellowship by Examination 


In the course of a foreword to the 
proposals, the President, Mr D. S. 
Morpeth, T.D., B.COM., F.C.A., says: 


“The pace of progress today is such. 


that none of us-can-sit back, once 
qualified, and think that our education 
and training are complete; the process 
of keeping up-to-date 
throughout our working lives. However, 
before we reach the stage of needing 
to up-date our knowledge (and the 
Institute's courses are increasingly 
‘helpful in this. respect) we must first 
build on the sound foundations estab- 
lished’ during articled service, and 
equip ourselves fully for the particular 
fields of work we cboose to follow 
after qualifying. i; 

'In the past most young menbers 
have continued their education in- 
formally by reading the professional 
press and appropriate new publications, 
while some have attended summer 
schools or occasional courses. However, 
I believe that our efforts would have 
been more effective if we had been 
provided with a ptoperly structured 


continues ' 


5"  " ' March 8th, 1973 . 


programme of post-qualifying educa- 
tion and training similar to that outlined 
in this paper which the Council has : 
published for discussion by members 

and other interested parties. | 


"Ihe Councils intention to seek 
approval of amendments to the Royal 
Charter and bye-laws to allow the 
introduction of tests for fellowship and 
a. requirement for two years' post- 
qualification experience .prior to the 
granting of a practising certificate was ' 
foreshadowed in the document ‘A 
Policy for Education and Training’ [The 
Accountant, May 25th, 1972]. Resolu-, 
tions to give effect to these proposals ` 
wil be put to a special meeting on 
June sth, 1973 and full details will be 
given in the papers which will be sent 
to each member in May. 

' would be grateful if members 

and other interested parties were to 
study the paper carefully and to submit 
comments to the Institute by May rsth, 
1973. 


The proposed tests for fellowship 
may be introduced on a voluntary 
basis during 1975—76, although mem- 


 bers admitted prior to July rst, 1978 


(which 1s expected to include the bulk 
of the present student membership) 
will have the option of progressing 
to fellowship under the present rules. 


Customs & Excise Adamant - 
on Rebate Scheme 


I) representations by the 


allied accountancy bodies of the.’ 


difficulties which may arise for ac- 


countants and their clients as a result . 
of the strict time limit imposed for 


purchase tax rebate claims against 
VAT, HM Customs and Excise have 
indicated that the closing date of 
April 30th will be adhered to, and that 
late claims for: rebate. will not be 
accepted. " : 

The appropriate instructions are 
contained in VAT’. General Notice 
No. 748, and copies, together with the 
clam form VAT 420, are being 


circulated by Customs and Excise to 


all known potential claimants (The 
Accountant, March 1st) Copies are 
also available from VAT offices listed 
in the VAT General Guide (Notice No. 
700), or by post from HM Customs 
and Excise at 565-577 Kingston Road, 


Raynes Park, London SW20 85A. 

Accountants who may be involved 
in the preparation of purchase. tax 
rebate claims are reminded of the 
need to observe the April 30th time 
limit in all cases. Clients should 
arrange for any necessary stock- 
taking, and for any necessary inquiries 
to be made in good time from sup- 
pliers or trade associations concerning - 
the purchase tax or revenue guy 
content of items in stock. 

If a trader finds himself unable to 


finalize the amount of his claim by the 


due date, the allied accountancy bodies 
recommend that Form VAT 420 
should be submitted on the basis of 


estimated figures which he can- be 


reasonably sure of substantiating later: 
Those following such a course are, 
referred in particular to patagraphs 
22 to 25 of notice No. 748. 


^^ Pillay (London). Mrs 
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JES LTS. of ‘the: Decenabér 
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professional examinations of The 





- Associal on. of Certified Accountants, : r 


püblished this week, show. that. 5,018 - 


-of the [15,824 candidates "were. 'suc-- 
_ cessful. | The highest over-all : per-. 
, centage} pass ‘rate was in Section. 2, 


- with 1,666 successful candidates out” 


of "3,752 (44. per. cent) 5, but this was . 
_ sharply reversed i in Section 4; where, 
icd 444 out of 2405 es per bcd 





E | Mela P Walls. Lima) 
irjee (Mombasa) and P..D. | 
T "het d (Leighton Buzzard). Piize- 





Section 4, in order, were. _ 
| Easson (Edinburgh), S. Y: 

Lum (Kuala Lumpur), A. A. Clement * 

— (Lowestoft) and R. Chedumbarurh « 

A. Chan, of.- 
Epsom Downs, took first -— in. 

Section 3 


~ 


‘Earnings per Share "PE 

"(CON x1 OVERSY . Continues - on. 

hether earnings per share should. 

. be expressed; .under the. prospective 

new structure of. corporation fax, on: 

a basis of net earnings, nil distribution ^ 

' ot some other method (TheAccountant, ' 

"November. 16th, 41972). Contrasting ' 

- the fecomimendations of the Account- - 

“ing .Standatds. Steering: Committee,. 

, the. Society of Investment Analysts 

and otherlintérested parties, a recent - 

issue of the Phillips & Drew Market . 

Review says “We are obviously Bug, 

' fora S of chaos.’ ] 

Phillips} & Drew hemska support | 

‘the.’ ‘investment analysts’ preference 

' for. calculation of P/E. ratios on the 

‘nil, distrib ition’ method, for three - 
. pancipalt sons: 


 ()Ex ACT, or andad 
npe tax, is in reality’ part: of. 
on of -distribution, and: 

Id- be tréated as an: appro- 

aon s rather thán.à deduction 


rt 


' from profits, ^ 


de ue under: the... ‘net. d 
System, . can . "vary with the: 
.'. ,8mount of. dividend um 
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^is. the: ‘only. one’ which: -allows: ` 
te es " meafiingful : ‘comparison. with . 
ce e dd groups. taxed" 
“on the:élassical Od et r3 


T 


r 
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E nak of. thé Phillips | & Drew - 


partnership, ^ Mir: BoCM Do 3Gibbs; 
M.A., FICA., 


‘is alsorone ‘of | the sub. 
committee - currently ` studying : the’ 


. ASSC’s : discussion ` paper. on this 
subject. with a view 'to: formulating - 


a possible: definitive standard df prac- 
tice. in "due -course. Market: Review 
suggests. that: ‘It remains an open 


«question. whether the final.recommen-- 
- dation. will still-be in. favour of. net. 


- But; Whatever the. Qütcome, it. seems 


"clear that enough’ information: will be 
N required , to þe shown i in the accounts | 
- to enable users to calculate une on 


either the: nil ¢ or ‘the: net oe ] 


oo 4 


a’ The: "nd: "distribution - ya ‘Accountant i in TW: 


“The Budget Programme’ ontelevision. . 


Budget Programme 
"HIS year’s Budget team on BBC-1 ` 
-last: Tuesday’ again | included Mr 


‘sixth occasion Mr Hudson -has repre-. 
‘sented: the accountancy, profession: i in ` 


; Hainer Hudson; F.C.A. This was the 2 


-y 


Sometimes, in previous years, the ^ E 


a 


import ofa particular tax point as it 1s °.’ 
relayéd from.the House of Commons 


"un 


" during the Chaneellor’s speech has not 


‘een immediately apparent. to the. 


“laymen: on the team, and it. has fallen 


to Mr Hudson ‘to seize -on- the - right. 


,.point and: comrhent,. to enable the- 


:other&' to pursue their discussion. So 


TUa cs 
à 


ong 


. this year he was brought forward from ` 


E mentators.to man the front desk. with 
ec Alastair. Burnet. 


his place among the.supporting com- ~ . 


- 


A 
" 
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Tax Allowance for Inflation 


| Aneibiomoytis lend 
in the 


Canadian Government’ 8. 


recent Budget = to introduce next year ` 
an inflation indexing’ system in con- 
nection with personal. income. tax: ~. 
“hasbeen described, by- Dr. André 
_Rayiiauld, chairman ‘of the ‘Economic... 
Council of Canada;. : as one that far 


outweighs any of, the. other. dee of. 


~ the budget... » 

<The object oft denne is to zin 
-nate.theé penalty suffered by taxpayers © 
in times of inflation: when the existing . 
tax..system takes.incréasing amounts - 


nothing more. Yet the progressive | a 
tax. system can leave him worse off ` 
than he was before because hé has . 
entered a higher tax:bracket. What I > 
want to do is eliminate that unfair and *' 
unintended result from our'taxsystem’. : 
"The Minister pointed out also that : 
the indexing of-rates and exemptions. 
would produce: a- tax. liability which 


Do 
. 


‘would :no longer erode a: ‘person’ s 
purchasing power as a result of in- 


- 


woa 


-flation interacting with the progres- EN. 


sive‘ tax_system.-A person" would. no `- 
longer. pay tax at a higher marginal: 


“from personal ` incomes... Thè. new. "rate Simply” because inflation swept. " 
scheme would mean. that'an inflation - “him up into a higher tax bracket. For , <- 


factor, based: on. the Consumer, Price 
. Index, would be:determined ' and this : 
factor applied to thé principal income 
It -would also ‘be ' 
applied. to. tach, bracket : a ‘taxable . 
-income. y 

: Ifa taxpayer J ‘income: rose: by the 
‘game percentage’ 'ds inflation, then the - 


AS - 4 
+ 


a person on fixed income, the result — 
of indexing would be to reducé his 
taxes each year if prices rise. 

' In his Budget speech; Mr Turner. E 
said that the index will be based on the - +- 
increase in the Consumer Price Index E 
jn an immediately preceding period,’ 
and. details on: this still have tor be.: 


increased income would-not' put him . decided. Government. officials claim `> 


into a higher i income. fax: bracket; ‘total ` 
tax would rise in absolute terms, but - 
it would remain thé..same. in. .pro-- 


portion to, the. higher total ^ incéme:. : 


In the words of the Hon John Turner, - 


Minister of Finance, "if a man’ gets k 
85 per cent. raisé"in salary, but the” 
‘cost. of living has: also increased. by, ‘merits’. and persistent inflation may . 

:5 percent, he. has the. same: ‘Teal © make it the’ fairest: solution toa” " 


; Purchating powerà as he ne before and. fundaniéntal tax IERI 


ee 


that tlie-CPI is.at least an established ` 
measure of thé cost of living and one - 
that is „easily understood, even: if the: . 
accuracy ‘of this measure has been - 
"frequently questioned. Whatever the - 
outcome, the: new proposal is -con-, _ 
sidered to be: fascinating on.its own ` 


n zd 


Danger of "ÙU nkriown': 


;BEC Legislation . ME" 


M EMBERS of The puo of 
: Chartered: Secretaries: and Ad- 
vod - qninistedtors have been warned that , 
«°° directives: and regulations issued by ` 
i |... the EEC in Brussels may, come into 
cu force in the UK without, the. full 
D, knowledge: and understanding, not . 
xs ~ only. of the British public, but of 
; Parliament as well. 
n Speaking in, Cardiff " last week, 
Mr John Phillips, O.B.E., LL.M., F:C.I.S., 
^ Secretary and: Chief Executive of the’ 
ag CIS, warmly welcomed the’ pro- 
"ME -;posals now being canvassed for the 


EOM. 
Lh 
HS 


m" 
H 
es S 


“nize. EEC directives and regulations. 
"There was a danger, he said,-that 
- i y ag ment could be made in the ad- 
P “ministrative law of the UK through 
^ EEC directives and regulations coming 
» into force without the full knowledge 
and understanding not only of the 
‘public but indeed by the lepila át 
pus estmninster. . . 
BE «. Professional bodies like 
Er „stitute of Chartered Secretaries and - 
'; Administrators were already very active 


^4' in scrutinizing the regulations coming’ - 


-from Brussels that were naturally. 

| concerned with their own field of. 

Eee activity >. in the Institute's case, 

..* ‘company law. It was important thiat 
there should be, in addition to this, 

| ve ,a general body . ‘charged with the « 

E : d of searching scrutiny of 
A “all pre IFRISSHOR ; 


i d "m 
[ ms 
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< Taverne’ S Triumph. 


cs : TTH'an impressive. 58 per. cent 
No V of the total poll, giving him a ^ 
“x's, convincing majority over five other 
m E candidates, Mr Dick Taverne, Q.C., 
“2! director of the. Institute for Fiscal 
^Studies, is: once more Member of: 

| "Parliament for Lincoln. A former 
x : Ho merfiber of the Parliamentary Labour. 
nx a he resigned his-seat in- protest 
vat the party's current anti-European . 
aoc and contested the resulting 


ony 
e 
EIE 
a 


a 
~ didate. | 
.Mr. Taverne . loo year kes 
monet. of the London and District 
/! Society of Chartered Accountants on. 
- “The future for tax ieform' (The 
-` Accountant February ard, 1972); he. 
. Was also one of the speakers at last. 


"M. 
co 
- 1 


: ‘establishment of a Select Committée | 
J^ dre the. House of .Commons, to scruti- ` 


R 


Paper The Price and Pay Code (Cmnd - 
5247, "The. Accountant, March rst), 
has welcomed in particular the exemp- 


thé In- 3 


. audit 18. 
activity. within an organization for the 


"dem o as an. c E can- . 


Qu dp e i por cae me X 1 
' . 


“ACCOUNTANT 


* cw. * 


November 8 ee ibn! by 


The Institute of Chartered Account- 
ants in England and Wales, on “The 


case for an inheritance tax’ : (The. 
"Accountant, November .23rd, 
‘On that occasion, Mr E. K. Wright, 


1972). 


M.A., F.C.A., whilst. being careful ~to 
avoid: involving the Institute in polit- 


‘ical -> ‘controversy, expressed the hope 


that Mr Taverne might ‘receive. his 
deserts? at the Lincoln: by-election; 


- many readers will doubtless agree ‘that 
xs has done d zx 


iT 


CBI Comments « on 


Phase Ib 
EACTION by E Confederation 


of British Industry to the Green 


tion from" record-keeping require- 


ments of. manufacturers whose UK 


turnover doés not exceed £1 million 


` 
r 


the easement. for: low NS or m 


making companies; and ending of the 


obligation to absorb increases in cost . 


of materials from profits. -The CBI: 


has, however, expressed concern. that 


so many of its récommendations made ~ 
jin pursuance of the earlier White’ 
Paper, Cmnd. 5205 (The. Accountant, 


January 25th) bave apparently been. 7 


rejected by the Government: 


Mr Campbell Adamson, Director-. `. 


 Geneial of the. CBI, ‘said tecently: 


“<The recognition given in paragraph’ 


25 [of the Green Paper] to our 


‘the voluntary restraint of signatories . 


o 


to the CBI prices undertaking; is’ ` 


totally inadequate. The requirement, 


` to absorb 50: per cent of increases in 
“pay (paragraph 19) fails to recognize 


our objection to this principle and will 
be an intolerably high figure for many : 


industries. The possible’ 42^ days’ " 


, delay whilst 'the Price Commission : 


; consider proposed price incréases is 





Civil Service Internal Audit 


Te ohilosopky of the Tie of 
Internal . Auditors, that internal 
‘an ‘independent -appraisal 


review of accounting, financial and — 


other operations as a basis for service ` 


to management’, has been adopted by : 


., HM Civil Service as the basis of a 
' new publication Internal Audit in the 


Civil Service. (HMSO, 7p). The. 


“ audit section, it is recommended, 


‘should form a’ separate entity within 
a department, quite independent’ of 


' the accounts and policy branches; and © 
,'a tour of duty with audit should be | 


recognized by both staff and manage- 
‘ment as a valuable preparation for. 
middlé and higher management’. 

The audit approach and method, 
which occupies the largest single part ` 


of the booklet, emphasizes the ascer- ` 


tainment, , assessment and testing of 
the system.of internal control; evalua-. 


‘tion of the likely consequences ` of 


weaknesses revealed; and the-prin- ` 
 ciples of reporting to management. 
Examples of audit tests for veri- 
fication of .assets and liabilities, and 
. Specimen internal control question- 
naires, are included' as appendices. .-- 


 tests- of these, systems. 


‘sound audit procedures of the 
"described in this booklet should nor- 


- 


‘In line with aie a ote, fud 


‘is not presented as the sole or prin- 


cipal ‘target of an auditor's scrutiny, ` 
and the section on ‘Shortcomings. or 
deviations in the system of control’ 


states merely that “The auditor may. 


uncover fraud as a result. of his tests’. 
It is the clear responsibility: of. ic- 
counting officers to establish control. 


systems to prevent or minimize fraud `, 


or misappropriation and, while audit | : 
‘cannot be. 
expected to reveal every, minor: dn-c 
.stance of fraud Or, misappropriation, 
e 


mally bring material irregularities to 
light". n 
The recommended bibliography for 


" argument for an earlier base date for' : 
+ -calculating cost increases, because of 


Y 


/ 


‘further reading includes Coopers ` 


Manual of Auditing ‘and’ Students". 
Manual -of Auditing,. both: published : 
by Gee & Co; the English Institute's - 


‘Statements on Auditing’ U 14 and ^ 


U 15 on the internal control and audit 
of computér-based'accounting systems. 
(The Accountant, December. 11th and 


18th, 1969); and the Internal Audit. - 


Manual of the London Chapter of the. 


; Institute of a Auditors. 


- 
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E rue, eee Sa Son. renent il By offering à UM on the best ’ j po 
8 But it’s pretty basic. That's ns x pension. scheme for your cornpany. . 


why the Government.encoürages you: 

to add your own cómpany scheme. T E. i Sn E o ing to your. A e 
you don't have.a good scherhe by .. PAYS ; aa 
April 1975, it will cost you and your 3 By déaling: on your behalf with the NR 


employees the extra State Reserve - Tax Office to get maximum tax benefits. i TE 


Scheme- pension’ contributions.: | n 
Come to Norwich Union. Well. (4 By, explaining how Norwich Union’ $7 


N 


will save your company a load of work. 
: Wè recommend that you read our | 


- -booklet* Strategy forPensionsthe ` 
With assets of £1000 million anda ac 
= pension schemes business, we ^'^ "Norwich. Way '. Your nearest Norwich. - 


arrangement both for your company. | 
and your employees. eS 


| + Union Pénsions Consultant will send you. 
have al the up-to-date skills to deal | <a; a CODY = =- you'll find him in thé list below." 
Why riot call.him in tolook at your . 
^doiipany! 's needs, with your insurance ^ 
Sbroker too; if yon. wish? 2D 


\\with every technicality. At each of our. 
{branches there i$ à highly trained. : 
Pensions Consultarit. Here are four. 

| ways he can on you — | 


> D i ^ ~ ` m s ^ 
í è a ~ " ^ 
, 5 1 e ` 


“NORWICH UNION INSURANCE GROUP SN n x 
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To e ES “Tinie NAE Society's announce: añ increase, ij ""Tinel Assurance: Society: rates have always been? um 


x D ‘in bonüson their-Personal Pension Bonds. . 7 i5 Ss S ponaidered good: by thosé. who know about: personal; a 3, MS 

NU EUM "Asa result of the latést actuarial valuation, ihe’ T 2: pension’; this latest bonus j increase improves them. S v 

er pum ;visting ‘bonus i is increased from: £196 per’ annum to” ^: ‘still further : and of course it also i increases the tax frog a 
A ro Se. 7 D och w oe 


Qe ern aaa Aa per annum of the basic j pension. "This means that du Cash sum ‘available at retirement.: - ore Au E, Er 


E E 


MADE in Projecting the estimated: tota! pension at: ;petision. < to Fr. exartiple. aman aged. 40: next ‘itthday pays T MT 


^ 


D VS nem on ‘* " 
M LEOTE : ‘age we Can now add d total of 5 94 to thé basic. pension ` ^ Ang an Annual contribution: of £300 can: now expect ^^ - S. x 
is et i i ' for éach year up to /perision age: (interimibonus: of 337; " va starting. përision-at'age;65 of £3,008 j peránnum a M ss 


2m VR Y. P " per anniim plus vesting bonus of 255 per annüm). The".-"increase of £340 per anñum) c or he: could take a tax“) E k s uL 
`. iñterim bonus also continues: to ‘be added a after thé ES .;"frée cash: suni of £6,698 (an extra £758) ‘and. a pension MERCED 


" 
E M E^ 


Ld i S; pensión liascomieiced: ` GERA REN UT «o£ £2,233 3 per annum for lie. co c oo m a 
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excessive eh 11): The de. TA to' "thé Vulcan a da accoünts - ae mm more favourable; are. 46 
finition of allowable. costs should: be. was. considered, and’ in: particular ’ -be applied to deposits i in:the ` range. of 
wider .than that: iri paragraph , 17. doubtful questions relating to; put. 10,to 59: per- cent: of- mane aes a 
Stock validtion should be on'a basis ` companies. -45:7 eT profits. a cae 
chosen by: companies (paragraph. 27). . -The audit of EDP systems accüpied v : Importéd industrial u faw - 
Other., points. for which: we -have two, discussion" ‘groups, . while: others Gavel and’ other ‘items imported 
argued include exemption from, the“ ‘considered the “special. «features of for ` use in export’ production, will be ~. 
controls. both of prices | determined : aüditing- Credit." institutions: , Other ^ exempt from customs duties. A seven- ` 
before the! freeze, , and - of profits: of audit problems . included ` the ‘limits year tax exemption -will-.bé granted | 
companies inot Iaising pues during: . tò.: be: ‘put «on ‘insurance ' resérves, "for all capital invésted in new'-pro- 3 
stage 2: m fx 27 «4. taxation andi insüránce regulations; and» jects zin ; fishing; „horticulture _and / 
‘These are all-important matters reserves for possible. losses on nun”, agriculture, where ..the project - can 
, which’ we! $hall-be pressing again ‘in completed : “contracts? Theres was also ‘be shown to be capable ` of increasing 
our further discussions ‘with: officials -` a comparison: between ' accounting the ‘country’s: food. ‘production or .of : 
` and Ministers on the. Green ‘Paper. . according .to ` SEÇ- regulations - and ' ` producing goods for export, and the 
We -shall stress in. particular the.” _ German : accounting, regulations. . - , enterprise is Te gu. a Maltese 
adverse co leequences- ‘that must’ arise- . `. Thé impact of: taxation. of -gifts: was , Citizens. QR E : 
“for investrhent/ and growth if the considered in the context: of inheri-/" ~ n PE 
 Govérnment s proposals are not modi- ^ tance tax and valuation. law, and its ‘Death of a President ` 


fied on the. oints listed above. — :.- possible implicátions for. the form of |. 

A meeting between: the Prime - company contracts: and’ formation’ of ~ 'HE profession i in Switzerland has 
Minister ind Mr Michael Clapham, family ` companies’ — in: particular,» ^^ Suffered a: sad loss in the ‘death, 
| President | of the CBI) has” been’ through sharelioldings of minor, child-, recently reported “in. Der Schweizer > 


Treuhander, of M ‘Henri Blanc, Presi- ` 


, PAD Ex : h - 
arranged f r March agih. | "ien; Other topics: discussed. wer inc guae, of’ the. Chambre des Sociétés ` 


EE A creases. or: reductions of. capital; the . F i a de Ruperti Comptable: - 
PEUT TIN det Gee 
HE A MM and Solicitor to. capital reduction and the tax ‘effects on’. /yhiléi in office was the establishment of... 
the. Corporation, of the City of shareholdets; ‘and: *the. taxation | of `a ‘Youth Committee’ ‘of the Chambre — 


s ! `a panel of young qualified -inembets. 
S Tondon Sir Desmond. Heap, LL.M.; international concerns: ce ES dharged : wid he task of studying ` 










A.R.I.C.S., "js to retire at the .end Ob SUD dos Ae ot) uc 
| : *: 1 “ideas and probleris'relating to'futüre .. 
| En Sir) esmond, ‘who has held. Maltese incentives : 7 ,» development of: the profession." “The 
a Sn appointment. since 19473 ~ ‘concept. of this. committee, ' whose 
is current ' President of the Law - PECIALLY attractive ienna Gage ninos qu be. consider ed. a E 
Society ` à Past Master iof. the, . beén announced fecently. by. the- NU te r future . reor tið hàs: 
Worship | Company of. Solicitors: - ‘Maltésé ‘Government ‘With: the aim : Band D: 


' been: praised as *the foundation: stone 
. of-the"future; eure of the oe 
‘in Switzerland’. 


Proposing the ‘toast of -“The Ti: ^of attracting industrial. development: ° 
bass m Pe ——- to: the island.” These ‘will include..the 
ngland an es .at last month's availability of factories sand industrial : 
annual dinner of the Beds; Bucks and. «sites . at sub- -ecónomic: rents; special . an dires vas widely respected. i 
Herts- Society of Chartered. Account- terms. where employées - are engaged... of “int ee ee “com- 
ants (The Mccountant, February. 1st); from: the "Labour Corps’ (foünded'to ,Perénods mad leadership. Tributes paid ` 
Sir. Desmo d called for à;united front , “provide: training - and work for “the i od his ‘memo ae stressed ae 
by members of the established pro- unemployed); subsidized interest pay- immense: "value f. his devoted service‘ 
fessions. d what. þe described’ as (a ments: on loans for. approved. capital -and his wide understanding, of. pro- 
milk shake and hamburger society’, . -prüjetts; and-a Zo per cént investinent .. fessional roblems;: both: rene and 
~ conscientious. professionalism - Was: allowance On: capital expenditure, by i ai futüre. E M: , P b $m dug 
“anathema: o ‘some: people; but, pro- ‘new enterprise during’ its first: s 68.5 o E ! b xr a. ciue ae = 
' fessional men and: women. ‘should take; Sears: ‘of Operation: A o ; 


sanc 


pride ia thei status, their i Miteguity and: ^ Where- àiproportion of corpora’ :More on Or der Fe orms; a 





ethical 8 ards. oN a t8, DUM income, is-set ‘aside to be used. Solely `. | NTERPRETATION. ‘of <the aw- ' 
MELOS ; zx . to. ‘meet - "experiditure ` ‘incurred: on ~ isa matter. which ‘should - be. left. . 
can Accountants’ e expanding export, production, à grad-. . to ;the. Courts, according * to, Mr . 
Confer ée | SA 4 uated abatëment. of tax ‘will be;avail-': vor Hussey, of the. Company: Affairs 
wet -able provided | the undistributed | profits, . Diréctorate of the CBI. Wri riting in 
JRACT ICAL prot pr insi inaccóunt- iare deposited ı ina a special, account with, . The ~ Times last Friday, ~ Mr Hussey 
. ancy and. auditing, as :well:as ‘a local bank. . : is attacks on: ‘several grounds the im- 
taxation and economics, occupied. the ` Where; 60: per: cent: of us Profits.. plications. and. consequences. "of. last- 


attention . of the recent annual con- pee 80: deposited, ‘tax will only. be. paid: October's attempt. by the Department 
- ference `-o “the Institut’. der. Wirt- < at 1 5. per-cent instead; of. the current > "of. Trade“ and, Industry ‘to define’ añ- 
Schaftsprüf er in Baden-Baden. For the E rate. of .374.per 'cént on corporate :-" ‘order:. iform’ ' for’ the, . ‘purposes ` D 
ues time +h e t working of the new v lem incothe. Other abated rates, pecomings Section 9; 0 o Di tou: Gom-.. 
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‘munities’ Act: This figs similarly m 


ad * the. subject of complaint and comment. 
n 54m these columns'.(The: Accountant, 
|». ‘October 26th, 1972, ac January 4th, 
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ACCOUNTAN Y 


meaning. ‘to. ac base ioke ex- 
- pression’. In no other EEC member- , 
state. has the. expression., been inter- 
, preted other’ ‘than i in the obvious and 


that 
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du a leading article in our ir last issue 
‘on the potential evil of departmental . 


further source of delegated legislation, 


` - m’ t 4 M f. ee atte v^ z b 

i Pare tt 1 a - Y Mn. Eu x * oux 
P A - t 

at os Th w 

- at. oT 

+ 

ILS * 5 id 


por aci: 8th, 1978. 


, ‘guidance statements’ émerging as à ` 


it was observed that 'government ' 
departments which have, once taken © 


‘up a position are remarkably reluctant © 
to depart from it’. The DTI, (cd 
well aware of the confusion in. the 


present instance, Has obstinately decia 
, clined . to » clarify - or withdraw the.. 


offending s statement. 





O a iu logical way. =; > ooo 05 

> * ; Quite apart from ilis fact, as he Mr Hussey alleges: and our own- 

E Los. .that it was no function of the. experience ; tends to confirm, ' 

“DTI to issue such a pronouncement : -"There is a lot of confusion. Many 

<o at, "ally. ‘the. interpretation given is, ' companiés, believing “that what the 
;,janyway, one which the Courts would ` DTI has'said is an authoritative and ; 
` not uphold. . . Without justification; proper statement. of the law, have 
qc Lit gives a strained and unnatural spent mony neo. 
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-, THIS IS MY LIFE | : 

Ac ar qu PT Do we md 

"gene a ` TEAM p "EM l 

DL. AEN ' by An Industrious Accountant | 
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ei UR staff cánteen,: expanded enormously since seated 
i days, exists basically to feed our own: people, plus : 
"óccasional visitors, at minimum prices. The office manager, 

: » ‘our official contact man (years ago he objected stiffly to 
l dre described as the liaison official), seeks in conjunction 
/ with a brisk no-nonsense manageress to please USOS 

Sometimes they succeed. 
“i "Last week he told us, not dane that ical prices 
2: must rise. Beef prices up 30 per-cent.(groans all round), - 
c2 wage ‘escalation (understanding nods), sundry costs and - 
: $0 on, were responsible. Anyhow, he'd a chart to, show us, 
5 comparing today's costs with last year's, followed by ad- 
“>, justed prices. We'd notice; hé explained. condescendingly, 
x that one couldn't increase butter or sugar or cuppas by the - 
"overall 20 per cent, so he'd loaded the main courses:to 
; compensate. US UE 
. We nodded with the mature deliberation of ee | 


A ee accustomed. to averaging intricate take-over ` 


P .'statistics. The rises could have been worse. Better pass on 
'.quick before worse befell. Just thén thé financial accountant 
,. interrupted. ‘How much, he asked, had been included to 
£x „cover interest on capital invested? After all, the company 
„was running the hell of an overdraft. | 24 
© The OM said that his final item, *miscellaneous: costs’, 
^^ traditionally included a small percentage to reimburse 
“interest plus. a ‘minimum profit élement. Somehow the 


mY 


7:* atmosphere seemed to change. Eyes narrowed, nostrils | 


un curled. Since when had unqualified cooks’ assistants, so to 

5 : "speak, evén if they coped with petty organizational "work, 

;; produced. figures. which lost profits in ‘sun. misc. ‘exp. ? 

"Since when had the youngest of the team tactlessly 

E  &spersed. costings acceptéd by his seniors? Very well, if . 
^ they wanted a rough-house, they could have it.. ,. ` 

. ;The: departmental. accountant. sat . back and asked, 

. belligerently why the. OM wanted to make a profit out of 

‘the: "company: 's workers? Dammit, times had changed. 
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We. weren't in the- downtrodden CUEBUES: now.: - He 


i 


remembered as 4 bóy seeing: the hunger-marchers in their ` 


sodden faincoats trudging the long miles to London, and 
nobody wanted tó see that again. - Just cut out that profit | 
element! ^ " o | 

This emotional non sequitur "was supported by Costs" 


. Far bé it from him to. do any nit-picking, he said coldly, 


but what about a review of the indirect expenses? — -just | 


to introduce an element of basic accuracy. into the presenta- 


- tion, naturally. What about some nominal dépreciation on 


buildings, or charges for’ heating, lighting and cleaning, let ` 


alone.for general maintenance? What about payroll burden | 


and administrative overheads? 


"The OM reeled. under the onslaught but recovered to . 


carry the fight to the enemy. All that high-falutin’ account- 


ae 


ing jargon would: simply put lunches out of range of the | 


staff’s pockets, he declared; let Costs nominaté’ his .own- 
luncheon price and stand over it to the personnel mahager: 


‘if he had the nervel 


The profit was a token figure from long. ago, business . 


being. then business, I interposed, pacifically, and outside: - 


prices nowadays were nearly double ours. However, the 


rot had set in. The fat DA, pinched ‘i in his tenderest part, 
nearly assaulted Costs, 80 we appointed a somewhat dazed 


“sub-committee. to reconstruct the figures on.a mutually. 


acceptable pasie, a Y ege a Ñ 
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-Audits for f Employees ` 


; * 


`The Right to Know 


~ 


by J. R. DYSON, B AL A. C A, Senior Lecturer i in n Accountancy, peo Polytechnic. 


COMPANY rer p nune is ETE biased ; in ERA of the 
shareholder. The Companies Act 1948 is largely 
responsible. for. this state of affairs; under that Act, for 
example, members of a company have thé right to receive 
a copy o£ Mad balance sheet and a copy of the auditors’ 

report. Debenture-holders must also be provided with a. 
copy of : e accounts, but creditors and ae Ve 





reporting 3 Lligatiins As: Professor Eley has written: 
(|... was one in which great weight was laid on: 
freedom o private enterprise from control;'Tbere were. 


many who thought that the disclosure of 'company.ac- ` 


counting i lformation was a matter to be left to be decided: 
between shareholders and directors.’ He goes on to say:: 


“As for creditors, they were, after all, free to choose whether , 


or not they entered into contractual relations with “a. 
company. H This applies-equally well to shareholders and 
olders, as well as to- ss n Lx then, 





į 


UN £4 


~ 


Limited disclosure ' "E 


| Even the owners haye not, had established n to ie 
disclosure iof information. for ` very.long; after all, it was. 


only as recently as 1929 (in the new Companies Act of that 
year) that | annual profit and loss account (as well as a 
balance sheet) had to be laid before members at a general 
meeting. An 
only be supplied with a minimum: dmount of information; 


there is noi statutory right to full disclosure. It has taken a 


very long (time for shareholders to develop their present 
rights, so {to argue. that other contractees should, enjoy 
similar ben fits still appears breathtakingly | radical. Cer- 







tainly, it is y no means general for-accountants to accept’ 
A is any “need, or indeed any right for P 


ed of their company's progress. .. =. i 
ent in favour of. employee reporting. is à 


usually iny t only a part of their available funds in a 
particular Company. Employees, : however, usually- invest , 
all of theit labour.in one enterprise; their standard of 
living and, heir basic security i$ often bound up:in it,. 
particularly if they have worked there for a very long time. 
orit happe 


T MM MM MM M M————— 
1 ‘Company Accounting in the Nineteenth and Twentieth Centuries’,. 


‘an article originally printed in the Certified Accountants Journal, 
mc ae ; ; j l UN 


~ 
= : 


d of-course, forty years. later, members need . 


3 shareholders, debenture-holders and creditors/ i 


to bea monopoly. This is often, the case in ' 


~ 


Saal towns and of Bed companies. anog only.a few 


. men of very specialized skills. Consequently,- the whole 


way: of life of. themselves, their families and possiby even 
the community, revolves around the success or otherwise 
of one company. They have an interest and a need to 
know about the security and possible return of their own 
very real eee, um 


Annual statement to employees - 
. This is not a new argument, but it, is one which has 


been given greater force through one of the provisions in 
. the Industrial Relations Áct 1971. Employers employing 
more than 350 persons (subject to certain exceptions). 
` are required to issue to their employees an annual statement. . 
‘A detailéd specification .has not yet been issued, but one. 
can expect it to be a watered-down copy of the share- 
holders. annual accounts. This would not be very helpful 
for. even' a simplified version of such: accounts is quite. 
meaningless to people who have no basic accountancy 
training. i 

"Then, too, as the accounts will be prepared by the em- 
.. ployer, it would be difficult to assess just how far they would 


ly be- accepted as 'fair'..It is easy to imagine that. no . 
Pan self-respecting employee would’ dream’ of accepting’ 


“management reports without some means of independent 
assessment. How can he satisfy himself on this point? . 
A ‘statutory outside audit would be one answer; the 


auditors would be appointed by, and report directly to the 


employees.. Their. role would be as independent as that of 


"the shareholders’ auditors, but their report: would need ` 


to be quite. different. Employees are. basically interested ` 
in the wage they are getting, the wage increase they can | 


reasonably. expect. to get in the near future, and the under- 


lying security. of theif job and of. the company. "The ac- 


counts presented to them, and the accompanying 'auditors' ed 


report, would need to reflect these basic individual. 


"requirements. ` P | 
Two ‘main. problems . arise: who would appoint tlie - Ro. 


auditors, and. what should the accounts and the auditors’ 


report. contain? Until we were certain that the system 
` was "working: satisfactorily, ' a statutory employees’ audit . 


would only be necessary.in establishments employing more 
, than, say, 350 people, and "where the employees. themselves ' 
(or the unions acting for them) had requested it. Concerns 
| of such a size would probably have a recognized trade union 
. Structure. The auditors would be appointed: by those 
unions "who: had bargaining rights; an annual general' 
meeting of all: employees would, ‘be needed to which the 
auditors would report. Their fee (approved by the meeting) .- 
would be paid for out ofunion funds. >. 

This. is. all very similar to EN audits; it is. in 


~ 
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the nature of ie accounts dit a aed difference ould 


'. apply. for..they. would have- to reflect the’ employees’ own 
specialized interest. in: tlie: company’s present) and. future. 


prosperity. At this ‘stage, it i$ only necessary to‘ gives a 
general idea of what the accounts might contain. Before 

. doing. this, however, it. would be helpful to establish some 
guiding principles. 

. Firstly, it would be necessary to keep them very simple 


E and clear of. all jargon and professional terminology. 


E Secondly, they must be as brief as possible — they should 


^" " certainly not be more than three or fout pages in length: 
2 : “Thirdly, whilst absolute figures should be given, they must 


be ‘related: to some sort of ratio; most people are com- 


| B t pletely bewitched by pee. with a lot of d after them. 


Es Possible Bresentation 


. The type of information might be —— under two: 


main heads: 'Financial Results' and Prospects. 


_ Financial results l 

(1) Operating profit, non-operating profit, tax, - preference 
b and ordinary share dividends, undistribüted profits for 
the year, undistributed profits brought forward. 


and what it means. 
(3) Total number of employees split into dividiogs: and 


works: numbers by job grades. Wages and salaries in ` 


total and by divisions and works. ‘The cost to the company 
' of a £r per week increase in basic rates to all employees 
as well as by grades, divisions and. works. 


2o R An explanation of non-opérational and exceptional profits. i 


The corporation tax rate and the actual rate as it applies 

to the company. 

(6) Preference and ordinary share dividend rates, the market 
price for each share and the yield to a prospective pur- 

chaser. . 


Prospects 
(1) An explanation of T company’ 8 "liquidity: and whether 


this is likely or not likely to prove satisfactory (various 


types of liquidity ratios could be used). 
2) Details of expected capital expenditure. n 
3) Trade prospects for existing products. 
1) Prospects for new and recently launched products. 


5) A statement of already announced closures, shut-downs. 


and run-downs of divisions, works or prodicts; whether 
any more are likely and where. 
. (6) Using all available evidence, a statement to the effect that 
a merger or take-over.in whole or in part is/is not d 
during the ensuing year. 


[tis very important that anything which is disclosed is 


P easily understood by all employees. For the most part, 


conventional accounting terminology would not be par- 
_ ticularly helpful; even pictorial diagrams using Á1 worth 
| of sales or £1 worth of profits are likely to lead to confusion.? 
. Obviously, much thought needs to be given to what should 
be disclosed, and what it would then mean to the average 
. employee. 

-= Many difficulties arise, of ‘course, for this proposed 
“scheme. As far as the company is concerned, its officers 
` would have to get used to the idea of another firm of 


Ps .' auditors examining their results, from a completely different 


point of view. There certainly would be more people who 


“ ` had access to confidential information; in these situations 


D Preienting Financial Information to Employees (BIM; 1957). 


ACCOUNTANT. 
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there i is an opportunity for s some unscrupulous individuals 


to. make, personal gains out ‘of information obtained in 
confidence.’ But the main irritant for the company would 
be the time taken in dealing with yet another report. 
However, a statement will shortly be required anyway 


so this is notan objection peculiar to this particular scheme. 


The main difficulty would come from the. employees ` 
themselves; would they be prepared to accept the in- ' 


dependence of outside auditors? This is a most important 
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(even if it will not have to be scrutinized by outside auditors). - 


question, for there is a great deal of empirical evidence : 


to suggest that many trade unionists believe that a union , 
official, once trained either as an accountant or as a lawyer, 
is ipso ‘facto incapable of working for the benefit of the : 


ordinary working man. It may be that Tweedledee & Co 
might do the audit for the shareholders, whilst 'T'weedledum 
& Co act for the employees, but would the average union 


member understand the reasoning behind 'l'weedledum's : 
report? Does he realize that profit and loss accounts are - 


only an estimate of profit or loss over a particular period 
and that balance sheets are a mere snapshot? We know — 
but does he — that weeks or even hours after the period 


i (2) Details of return on capital employed. how it iecalculat ed | end the picture can change quite substantially? 


Reputations at risk 


In May 1972, The Guardian reported that ^ 'three- 
quarters of the companies going bankrupt showed a profit 


in their last accounts'; thus if the employees receive a 


satisfactory report and then only a short time afterwards 
the company goes into liquidation, the independence and 


oe 


the integrity of firms like 'T'weedledum will certainly be 
subject to a great deal of heated questioning by aggrieved. 


employees. It follows that the benefit of a statutory em- 


ployee audit would be destroyed; for in these circumstances 
it would be contemptuously dismissed as yet’ another 
anti-union plot introduced largely to fool a subservient 
proletariat. 


Employee audits would not be necessary if all employers 


. were enlightened in attempting to take workers into their 
confidence... From ‘evidence available, we know that those 


companies with good industrial relations tend to disclose 
a great deal about their activities; for them, a statutory 


audit is probably not necessary. For others, though, whilst. 
more disclosure would not automatically improve their ' 


industrial relations, one can guess that it might help. 


. The Companies Acts are supposed to protect. the share- ` 


holder, the debenture-holder and, to a lesser extent, the 


creditor. The Industrial Relations Act 1s supposed to | 


protect the employee and it certainly takes a step in that . 


direction; unfortunately, as far as disclosure is concerned, 


the Act does not go far enough. The employee's right to | 


know is recognized, but until he has the opportunity of 
verifying what he knows, his right turns out to be toothless. 


A statutory employees’ audit would therefore -be ‘a 


very efféctive way of giving him more bite; it would 
emphasize that employees have’ rights similar to those of 
shareholders. But much more than this, it would, in effect, 


calling for for a long time ~ and, as members of the EEC, 
it is something we are likely | to hear a preat deal more 
about in 1973. 


introduce into our industrial life a statutory management - 
audit. This is something that many academics have been - 
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ASSOCIATION OF COST AND | 
INDUSTRIAL ACCOUNTANTS 
LIMITED 


, (Y GUARANTEE) 4 








| ‘THE COST ACCOUNTANTS’ 
‘| ASSOCIATION’ 
a FOUNDED 1937 ` 


Membership by Examination 


i 
| only. Syllabus on application 
| | from the Secretary, at AE 


60a STATION ROAD 
| UPMINSTER 
a ESSEX 
i 


5 


. External Examinations are held half-yearly. 
in London, and at such other places as 
circumstances warrant. 


Internal Examinations may be arranged at 
, Municipal and Similar Colleges, 


= = — =m Oe 


| A cause 
clients will 
ù nderstand 


" 1 ` ‘ 
if . | 


pz you’ vE hever had ating. you never miss it. 





f 


But if you 've known a reasonable standard of living, i imagine 


the horror of reduced circumstances. 

We help people who have practically nóthing — except 
memories óf happier times in a happier age. 

Many of your Clients will understand and will sympathise with 
what we ‘i trying to do. „Many .of them, if you suggest it, 


might like t remember us in their Wills or with a Covenant. 


After all, what greater gift can there be than giving another | 


elderly pene someting to live for? 


DIS RESSED GENTLEFOLKS - 
| AI D ASSOCIATION ` 


VICARAGE di | HOUSE ala GATE * KENSINGTON LONDON w8 4AQ : 


"Help them grow old with dignity” 
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Whiteman and Wheatcroft 


THE .- on | S 
income Tax and Surtax 


i 


by PETER G. WHITEMAN, LL.B., LL.M.(Lóndon) 
of Lincoln's Inn, Barrister-at-Law 


and G; S. A. WHEATCROFT, M.A.(Oxon.), J.P., 


F.B.I.M. 


Solicitor of the Supreme Court; Professor Emeritus of 
English Law of the University of London. Joint Editor 
of the British Tax Review; General Editor of the British 
Tax TEHOFCIOPSIN 7 


The aim of this book is to provide a definitive work on 
the law of income tax and surtax. It has a twofold ` 
purpose: (i) to provide a clear and: orderly framework 
of the law from which a practitioner can quickly 


diagnose those aspects of tax law which affect the 


_ susceptible of logical 


particular problem with which he is concerned and to 
guide him towards the practical solution of it, and (ii) to 
demonstrate that tax law is a matter of principles . 
and orderly analysis and 


. presentation. 


. No other book includes as many cases or sets them out 


in such detail in the text or contains more detailed 


- discussion of legislative provisions, cases and principles. 


t 


Sweet & Maxwell 


Furthermore, the book indicates wherever possible, the 
Revenue, practice in tax matters. 


* 
l l 


' Whiteman’ and Whesatċroft will appeal to solicitors, . 


,accountants and postgraduate law students and was - 


supplied &utomatically to subscribers to the British Tax . 
Encyclopedia as part of. the ‘service and at no extra 


charge. It is also available to non-subscribers as a 


. separate publication. 


' [The Second Cumulative Supplement brings the 


work up to date to 1 January 1973 
1971. wIth 1973 Supplement 
Complete work: £12:75 net. Postage 40p 


Supplement only £1 net. Postage 8p 
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- Give Datafair 73 a rhiss and you'll be missing 
the one event that reflects the general trends, 


aspirations and progress of the entire industry. 2 


Presented without bias. 


^ Its that rare opportunity. A chance to learn 
-more about your business while having a good time. 
And don’t keep.the benefits all to yourself. The 
bright boys working for you could learn a lot too. So 
give them the go-ahead. 
-* This year the usual five day event has been 
condensed intó three. There’ll be the exhibition 
itself, presentations from leading companies, 
discussions and BCS symposium lectures covering a - 
wider range of topics than ever before. Some of 
which wil be, to say the least, controversial. 


. But Datafair 73 won't be all-work.and no play. 
. Socially there'll be a lot going. on too. | 
: Receptions, films (Peter Ustinov and Raquel / 


ACCOUNTANT: 





t4 


March 8th, 1973 : ` 


 Datafair 73-A miss or a must? - 


Welch wall be there—on celluloid if not in die flesh} 


parties, good food and wine. 
All at Nottingham April roth to the r2th, Try 


and get away for a ' day—or better still the full dhe 
‘days. 


It’s important to be at Datafair 73—in fact it j'sa 
‘must’. For more information complete the coupon ` 
or pm Cheryl Slater On 0I-637 0471. ` 
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EXAMINATION o of industrial relations tenis 
K-reveals several interesting examples which show how 
widespréad minimum wage agreements are in different 
trades and industries. A good deal, of diversity in 
terminology is evident, and the terms of the agreements 
are continually being modified, not only as regards the 
amount of money payable, but also in relation to the qualify- 
ing requirements. 

The effect of all such agreements is that instead of wages 
necessarily falling proportionately as hours fall, the total 
wages paid will tend to stabilize at the level of total 
guaranteed minimum earnings. 'T'his possibility is scarcely 
ever allówed for in traditional cost accounting standard 
cost models, where wages are assumed to be variable over 
the entiré range of hours. 

The assumption that wages can be treated as a variable 
cost implies that labour is mobile between jobs within the 


same firm, and/or that management is free to hire and fire , 
at will. The implication is that to save the equivalent of 40: 


labour hours, management may either transfer or dismiss 


one worker. Redundancy agreements apart, such an 


assumption cannot be strictly applied in cases where (for : 


EE ne or more workers are operating as a team, or 
are othe vise dependent upon one another. In such cases, 
the division of labour militates against the ERODIAQY of labour. 


Employee’ s rights on dismissal 


It hardly! needs to be said: that management cannot, 
without justifiable cause, fire employees at a moment’s 
notice without incurring penalties. Some of these will be 
readily calc ulable in money terms; others will not. Those 
penalties which involve specific cash payments need to' be 


looked at'not only in terms of their effect on particular 


unit costs; but also of their general effects on the company’s 
cash flow. 


Under the Contracts of Employment Act 1963, every 


employee is entitled to a period of notice based on his `’ 
length of service with the firm. The employee may also . 


be entitled) to redundancy pay under agreement or under 
the Redundancy Payments Act 1965. The employer, who 
initially hi 
claim bac] 
Rebates Act 1969; the cost the employer finally bears 


being an allowable charge for corporation tax purposes. The’ 


, average gross amount paid on redundancy i in 19770 has been 
- calculated at £270 per employee,* which after the recovery 
of rebates and corporation tax at 40 per cent would imply a 


net cost to the firm of the order of £80 per employee made | 


redundant, 
In addition to the gross wages due to the worker, the 
1 The Economie February 13th, 1971. 
l 4 
h 
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to find the full amount, may be entitled to. 
up to 50 per cent under the Redundancy. 


implications for Standard Costing 


by DENYS McDONALD, B. A. 


employing firm also necessarily incurs other’ labour charges 
imposed by agreement or by law. Such chargés (for the 
most part imposed. in the form of a poll tax) are referred 

to below as ‘fixed per capita charges’. This category will - 
include the employer’s social service contributions, pension 
and welfare contributions, payments to the Redundancy 
Fund and, until March 31st next, selective employment tax. 
Gfaham L. Reid recently calculated: that such charges 
amount to between 6 and 7 per cent of total labour 


_costs for various manufucturing industries, and between 


xı and. 13 per cent for non-manufacturing categories.? 

In the two approaches that follow, an attempt is made to - 
clarify: the general problem and offer some tentative 
suggestions as to how it can be. .overcome. The first 
approach. is graphical, and, though this helps to focus 
attention on the problem, it suffers from the faults commonly 
associated with graphical methods in the matter of pro- 
viding practical solutions. The second approach follows 
normal standard costing techniques, with the modification 


that a capacity variance is introduced to deal specifically 


with the fixed element in wages. - 


Graphical approach . 
This approach, illustrated in diae 1, closely follows the 


normal break-even method. Hours worked are measured 


along the horizontal axis, total labour costs along -the 
vertical axis. OG represents the fixed per capita charges, 
assumed to be unaffected by part-time working; the slope 
GL3 represents the budgeted hourly rate. In the usual 


‘theoretical model, no. mention is made of fixed per capita. 


charges, or they are swept under the carpet amongst the 
overheads.. To leave out of account sums amounting to 
between: 6 and 13 per cent of total labour costs seems 
hardly defensible. The widely-adopted practical solution of 


- lumping such charges with overheads may be acceptable at, 


or above, normal levels of output; it is surely not good 
practice when the labour force 1s under-utilized. 

If the workers receive a guaranteed wage for OO2 hours 
at the hourly rate,'then the total actual labour charges will 


‘stabilize at OW2; above OO2 hours'the actual hours at the 


hourly rate-will be greater than the guaranteed minimum 
wage, consequently wages paid. will follow the traditional 
variable pattern. Thus the total labour charges will follow 


, the path W2, L4, Lr, and L3. 


If budgeted hours are set at OOr, then the total budgeted 
labour charges will be OW1, the slope of the line passing 
through the origin, with the point Li representing the 
budget (or standard) recovery rate, i.e., total labour charges 


divided by total hours worked.. Provided actual hours .- 


? "Wages and Labour Costs’ in D. J. Robertson and L. C. Hunter (eds) 
Labour Market Issues of the 1970s, Oliver & Boyd, 1970, p. 117. 
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Tf fiowevek; ‘the actual’ hour’ risé;.say to: 003, "thé: actual”, 
labour ‘charges ‘incurred will: be. 'OW3a; whilst the staridard :: 
labour: "charges: recovered will be OW3b: This. woiild give.a®’ 
ui ‘gain on labour. charges due toan Lm of, the: fixed >- 
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jy ber capita charges. - func eee EE MT he pu 


D Z, 4 But what is of jore concern. is the casé ‘where thé ub. 
P M "hours workéd fall within the range ‘of the guaranteed". 
SEXT aminimum wage, say O04 Hours. Under thése circumstances: 


: T the ‘labour’ charges’. recovered ` would : amount ‘to’ OWA i 
a. whilst the labour charges actually. incurred would’ be OW2*; 


eel 
* em ithus. there would be an underé ‘recovery,*-Or. ai.‘loss’ egal" 


"vto OW2-OW4, this ‘loss’ comprising payments 1 made under’ 
" ^i; the guaranteed: minimum wage. eee also under - 


EM ^ recovered fixed: per capita e M E un 
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The traditional standard: cost amie to: ‘the a oft 
;; laboür vyanances ioa them inito two categorie’: Tate, and: 


^. Lactüdl hours: paid (standard’1 dade abu tate). : ks : 
"and the. guaranteed minimum: Wage. payrüents at&inchided:* 


"in the: efficiency. variance; ^... Co jT Yel 
: Alternatively it, tould Be argued. that the formula ise 


should ‘be: i : 
(actual houts paid x actual tate) ~ (actual hours worked Se 
^ standard Mle) ee ae D T0 MC 


.in which case the: logs. would. appear in the rate” variance... 
‘The. latter formula” .18,. the usual one . "where: ue 
"premiums are: payable. in ‘additional: hours’. Ir aes 


In illustrating 1 the’ modified ‘standard: cost: ‘approach: now.. 


Suggested; the. numerical example 1 below. .attempts-to' solve 
"the: three-into-two; dilemma -By ` extracting the. guarantee” 
^ payments made under; the “guaranteed. minimum- wage. 
agreement, retaining 1 these as ‘part of the labour! costs: but; - 
' analyzing them as. though they, were'a. fixed expense. Thé *. 
under-recovered portion of the guaranteed. minimum wage -. 


: would ‘then’ appear: as a ‘capacity: variance’, :which would. ` 
seem to'be an appropriate description ofthe cause. Although. 


i the- domi below there ‘is. no. remainder. of ‘variable’ 


ts Ff we 


^ nu P pattern fer, pute it: ‘would’ thereby’ still categorize: ihe 9, give ithe verd picture.” E x UN 
2 eases under: the. same two; heads, a third cause is now a ' Lét it .be assumed. that. the sre budget to which the 4 
x possibility : — that of the. firm: making’ payments. under’ the. . existing. standards“ ‘relate shows. ai output: of. 1,000. units; - 
Guaranteed ^ Wages agreement. "The chosen pattern, .'of.. involving 800: labout: hours: payable: at a‘flat:rate of Zr per : 5 
e v'vivariance analysis -would "determine ` whether. -the: Joss: hour.. "Let .it also ‘be: assumed: that, ihe. firm’: Operates. à. 
i" appeared.i in the rate. variance or in.thé efficiency, variance: \* i guatatiteed' minimum wages: agreement; “effective, for 700 . 
":In' the following ' example, in „illustrating the traditional: ‘labour, hours - per: week. payable at flat rate; Whilst.the ` 
c-Lappiosch, the effect of , payments under:-the: guatanteedy -existing Standards are in operation, letit be assumed furthst^, 
vd minimum wage. ‘agreements has. been included. äni the” “that‘.a‘‘new’ Wages ‘agreement is' ‘signed which "raises the ^. 
» efficiency variance.‘ >it) LN . flat rate from. £I tó {1-10:per hour; and that, “during the i 


"By adopting the ICMÁ. "Terminology of Cost A ‘week under review, the firm actually, Works une bd labour ^ 
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2 “definition of. the, rate variance, as the: différence between.” ‘hours and Produces: 725 Units. 7 9. RA ams cal 
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` could. bé of ‘considerable importance. ‘in’ practical casés . s,those: made under: agreements for. guaranteed minimum. I 
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- the basis. that: 875 units is the ' oy "which the’ firms is, 
-paying tojhave produced.” box Qu 


-Although the existence, of- payments “made: under ‘the: 
guaranteed minimum wage agreement may be réferred to ir: 
‘notes accompanying such: traditional ‘statements, there: 18 ¢ “Conclusions : Pug un Aa ae a bey 
Ifthe wages Variance analysis i is. to assist: in an eens 2 


_nothing-in the simple traditional. analysis itself, as ‘shown’ 
above; to | indicate their existence -or effects, "This failuré ` 


where, at) some later date; comparative figures. ‘for prior 
- periods are needed. quickly, whether they’ are: to be used | 


for: control purposes or in | connection mith; the: revision: of. "workers : are ona guaranteed wage.-A possible reason for the _ 3 
1 = omission, from theoretical: models of. payments under ‘such 


swandard ee D DX LE 
“Modified proach.” Eu ee re 
The. first. 

the total i bour costs into their: component pat 


| 


| Guar nteed minirnum wages, m houre at ei 16° e O0; 
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li ified budgetéd output ät standard; rate $5. d D 
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J variance: Gaiden). | 
m Actualloutput at standard raté 7251 units at UNE. p oô: 

| iat standard: output at standard r rate 750 ` E 
_ units at goso. b Wi. A arts e : 
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minimum ‘hours. In this case it. is 700/806 . 
o -units. "The. modified standard" output .is;' 





found, by multiplying the actual: hours workéd. by te^ 


standard 


tput per. bour. =,” 
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tep in the uio died E a bé to epi 


lifted RE output i is: mes a 'of us 
| weekly. b dgeted : output that : ‘could ‘be; produced: in the’. 


“short-time? working” resulting im either the paymént;of | 
"wages" under a ‘guaranteed. minimum wage Agreement o Or 
undér-recovery of mie pe er — ID "E zx 
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"ofthe. réal world, then’ the existence of payments such as 


wages: has. to be recognized, as has the fact that industry 
"may: be. ‘subject: ‘to ‘short-time working. Many; blüe-collar 


agreements may. be. that at nórmal levels of production 


|" guaranteed: -minimum wage agreements. have little or.no- 


“effect, but-this argument may. no longer. be relevant i in light 
„of present conditions. 


Evidence for:the existence of excéss labour capacity d 


A iüdustiy, (ignoring .the. - unemployment questioh)- .càn 


readily’ „bë: ‘found by- reference to. the. Department ‘of 
pue z Employmerit" "Gazette, which publishes regular statistics 


_6n--‘overtime and” short-time worked by operatives in 


n manufactcng industry’. In June 1969, some o'5. per cent 


“òf operatives were on short-time. Two years later, this had 


: M E E Emp 8 Fi ie, tay Puna rapier g MeR RET tak So ae bo was ie cu 
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“900 ‘hours “are ‘payable: TE the: guaránteé: "agreernent) ;. alóng. the other lie. guarantedd: minimum wages, tparfablet — se 
and at reference’ to the actual hours’ worked: (here, "| 600.", . wages.and fixed per capita charges). From such'a summary it ' 
hours), the efficiéncy Variance. above. may be -jüstifiable-on-* would: ‘betpoasible: ‘to tell of the existence and effect ofany `. 
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. risen to.1-2 per cent, and.by December’ 1971 to.i:9 per . 


‘cent’ ‘although: the number of hours per operative had.: 


+ fallen frorii:14 to 11-8-hours.? Whilst in total these figures - «` 
;1hay not be: great, for : an individual firm the situation may Be. ~ ` 


L5. Critical,” Moreover, such figures fail to.reveal hidden excess. 
| M. Y o where work has expanded | to- fit the time ‘available... 
"The ápproach outliried above aims, as regards guarantee X 
Wand: ‘Similar’ payments, to’ split’ the traditional efficiency. 
_ ‘variance: into a “controllable element.— i. e., an. efficiency” 
"Variance. which ‘the. “production manager can irfluence — 


and an. *übcontrollable' element — i.6;,.a capacity variance 


_ over which’ the production manager has little or. no control, 


and. which-even may be exogenous to the firm.. 


^-In-the field of decision-making; to-treat wages sirhplyas a. 
variable expense implies the assumption that wages are an ' 
| Onpo UD. cost, ie, "an ‘avoidable’ expense; but. ifa. 


- 


. ‘guaranteed, minimum wage, agreement is in operation, then . 
| that:portion of wages becomes a part ‘of the committed or. 


- 


"unavoidable (= fixed) expenses, and. ceases to. be an oppor- - 


tunity. cost: If the decision is about whether or not.to close . 


^down/ah undertaking, guarantee and ‘similar fixed labour ^. 


' charges máy havé been ignored under the traditional model, 


"whereas (as already argued) the firm could in fact be faced 
: by significant’ redundancy. payments, not to mention other =. | 
_ perhaps nori-calcülable - costs if the undertaking were. part 07 


"of a. group. 


'éosts: ün-the short-run would appear to be losing its 


` generality, : 3f not its credibility. This article puts ‘perhaps - 


` another’ nailin ‘the coffin, but its main purpose .is not. to 
| mount à frontal-attack on traditional assumptions of labour 
cost, variability so, much as.to draw.attention to the largely 


Any fixed per cápita charges: ‘could: je included | in. atone. unexplored area, as far as.accounting texts ‘are concerned, of 
thé guaranteed minimum wage. and the oe of such pays 


coste andi analysed in a similar manner.: The results could... 


‘thën’ be tabulated: in the forin of a matrix, with the: causes ` 


. ofi3 variantes 


along’ ‘one. Lais, and the bour cost cou 
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ee The: traditional concept ‘of Comis variability of labour - 


^. by DEREK E: COX, F.C.A.. partner, Stoy, Hayward. & Co. 
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-Tax Time Limits 
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s V" contained in last year's article have been omitted. 
. -Extra tax mX be Suered if a time HIE is. QVONOONBUS 


z “considering what action is needed before: April sth, 1973- | 


_/-action 'béfore the end of the tax year in respect of all: 
-. relevant matters for all his clients. There are a great number 
: “of separate items in the legislation to.be-considered and it 


TE completes of inodern taxation make it difficult 
for an accountant to ènsure that he has taken appropriate 


r ; is hoped that. the classification of these items under the 


„eleven main headings below will assist the reader in. 


t * 
1 n ; 


j l Capital Gains Tax: Miscellàneous disposals | 
^ Election for adoption of value at April 6th, 1965, of miscel- 


_ laneous assets (unquoted shares, prop erty and other assets — 
- apart from quoted securitiés and land in. UK disposed of at a 


MK . consideration including development value) disposed of 


P 


* 4 
ae 


‘during 1970-71. 


: Such an election means that the capital: gain will ‘be cal-- 


culated by reference to the gain since. April 6th, 1965, | 


instead of on the time apportionment basis. However, the - 
election is irrevocable and may prove to be detrimental if 
"the Inland Revenue succeed in a contention that the value 
^at April 6th, 1965, was low enough to give a result'showing 
`a higher gain from that date than under the time appor- 


 tionment basis. (Finance Act 1965, Schedule 6, paragraphs: 


24 and 25; Finance Act 1968, Schedule 12, paragraph 5.) 
. The expiry date for all capital gains elections by com- 
“panies is two years after the end of the accounting period 


; 1 in which the relevant transaction takes place. 


: 


Capital Gains Tax: Quoted securities 


-; Elections for adoption of values at April 6th, 1965, er 


first relevant disposal by ; an individual, trust, etc., took place 
a 1970-71: | 
" Relevant investments for this purpose are igen securities 
held'by a person on April 6th, 1965, and still held by him 
“on March 2oth, , 1968. They are divided into two. categories: 
( i) fixed-interest securities and non-participating pisce 
. shares; ` ' 7 
(2) other- relevant investments (i. e, equities generally). ; 
"An election is possible for all investments: held .by a 
“person in the first category. and a separate election is 
. possible | for all investments held by a person in the second 


,.. category. One disposal of a relevant investment in either 
of thése.two categories sets the time limit running for all - 
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AN earlier T" on this theme by Mr. Cox appeared i in The Accountant for March Oth, 
1972..In this updated version, appropriate to April 5th, 1973, certain details and See 
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investinents in that category; the election can- be made 


within two years of the end of the year of assessment in’ 


which the first disposal after March 19th, 1968 took place. 
(Finance Act ua aroud 32 and LES II.) 


` 


Capital. Gains Tax: Land with development value. 


(a) Disposed of by an ‘individual, trust, etc., during 
1970-71: election for current use values not to be used. 


' -Capital gains tax computations on a disposal ùp to July 


22nd, 1970 (when betterment levy ended) are made on.the |. 
basis of current use values unless an election to the contrary 


is made (Finance. Act 1967, section 33). 


M 


(b) Disposal by an individual, trust, etc., prior. to April 5th, 


7 970, at an allowable capital gains tax Joss, but con veyance E 


etc., executed after July 22nd, 1970. 


In'the above circumstances, the ATE is allowed at the ' 


. date of the disposal and recharged as a gain at the date 


of the conveyance, etc.; unless an election to the contrary: 
is made within two years of the end of the year of assess- - 
ment in which the conveyance, etc., is executed. (In the case’ 
of a company, the relevant period is two, years after the 
. end of. the accounting peu See Finance - Act 1971, 


-section 5 5 (4)... 


Claim for (oes in a trade, etc: 


Incurred during the. year 1970-71 to j be set off 2 


general income. : 


Losses and capital allowances in’ a | trade, profession, 


employment or vocation carried on by an individual or in 
partnership can be included in the claim. See Income ‘Tax 


Act 1952, section 341 and Income and Corporation Taxes ' 


Act 1970, section 168... 
A claim may also be possible for the year 1969-70 under 


Income and Corporation Taxes Act 1970, section 168 (2).. 
In practice, claims for losses of an accounting year ending. 


in the year of assessment are often accepted... . 


Various claims for1986-67 ^  '- 
Under the six-year rule.. ^-^ "Ad 


.Error or mistake daims. Claims for additional allowances 


and reliefs: Sundry claims. 


Claims fòr- actual. basis on income ot Seed ‘and third | 
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years (1965-66 ind 1566767): ET mu com: _ 
menced in 1964-65 (Schedule. D, Cases T aüd ID). 
Claims for actual basis for, 1966-67 if this: was. the:first - 
À sa tor the preceding yeat- basis (Schedule: B, Cases, 
III, IV and Mes 


t : 3 


Claim for recovery of income tax paid NS Finances’. 
Act 1965, section 75 (now Income and Corporation . 


I 


| Taxes Act 1970, section 286) on a loan by ‘a. close: 
‘company, to an individual participator ‘or associate 
or dea fion-resident company, because. of the répay- 
- ‘ment of the loan during the Year ended | April 5th, E 
. ab: 
Miscella eous claims and elections: des 
1967-68 | aa 
Schedule E - formal assessment. dan (Inconie du 
Corporation Taxes Act 1970, section : 205 (».. | 


1 


1969-70 |. | 
Relief cl for adjustment of assessrnents in respect. E^ 
^ , deceased estates where administration. was completed 
in 1969-70 (Income ánd Ca porsuon Taxes Act 1970, 
Sectio 43r (2) | TM or 
1975-7 1 i | 


Set-off' of capital, siemens "m income: ne than. 
- that : against which they are primarily dior (Capital | 
. Allowances Act 1968, section 71). : E 

nome from lease with tenant' entitled. to use of furniture: 
= election for integration with case VIII assessment: 
(income and Corporation “Taxes Act 1970 sections: 


67 (1) and (2)).. - 


1 


~ 


weld - Schedule D élection (Income ad Corpora- - ] 


` ^ tion (Taxes. Act 1970, section- III). 


Cessati n election under Schedule D, cases I, IV idv. 
where source ceased i in 1970-71 but no income in that - 
year i+ then cessation basis can apply to last income" 
arising in previous six years.. Election is also possible ^ 
¿where no income arose for six years! to 1970-71: 

4 (Income and Corporation Taxes Act . 1970, sections - 
121: à hd 124)... | - 





‘to da e of cessation within previous six years (Income © 
and 4 orporation Taxes Act 1970, section: 149). F 


| Patent ghts election where capital sum received (Income 
, and Corporation Taxes Act 1970, section 380). . 


Herd b is election for farmers and others where farming’ 
“Comifenced in 1970-71. or there is a loss claim in 
1970771 or where a herd was slaughtered compulsorily.’ 
and | 
(nce and Corporation Taxes Act 1970, Schedule 6, 


1 


raphs 2 (3) and 6.(2)). coe 





Schedu e A- Selections for premiums on leases. sayablé: 
^ byi in talments to be spread. Without such an election . 


ment (1/soth for each complete year of the lease other 
. than!the first) is allowed. With the election; the instal- 
oe ments are treated as. rent when receivable but abate-.. 
E ment is not allowed (Income and poe Taxes 
ct 1970, section 80). ` 
Chis respect of certain late asséssments madé TEN 
2 2 (Tax axes Management ie 1970, $ Séction 43 (2). 
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" Peyinent of net: dividends: 
“To cover franked i in vestmient income. 


It may. be found advantageous fora company to pay; 'on or 
before April sth,- 1973, net dividends to' cover ranked 
‘investment income received by it during 1972-73. 

This will give the receiving company the Sent that 
the dividend (being itself franked investment income) will 
be available for off-set in the calculation of its.own schedule- 
F liability for the year 1972-73 on dividends it s Pad to 


its members. 


ae 


E" . e ocu P. 


E Claim for jassa and capital allowances 


For an accounting period ending in the year 1970-71 to be 
sat off against a surplus of franked investment income. 
See Income and Corporation Taxes Act 1970, section 254. 


P 


Claim for. set- -Off of shortfall — ert 


‘For the year 1970-71 against a surplus of franked ir irivest- 


ment income. 
See Income m Corporation Taxes Act 1970, section 


289 (3)5 


‘Other’ actidi by April 5th, 1973 


Tax-loss selling. An appropriate disposal should be ak 
if it is desired to realize a capital loss, to“ off-set oe 
capital gains in the year 1972~73. . 

Payment of retirement annuity premium for the year 
1972473, but later payment is possible if within six months ,. 
‘of -assessment becoming final.and conclusive (Income and’ 
Corporation ‘Taxes Act 1970, section 227). 

Distribution of undistributed income at April sth of. 
certain settlements to prevent assessment on settlor (Income 
and Corporation Taxes Act 1970, sections 447 and 451). 


, Commencement of death in service scheme fora director Ju 


~ etc. (If such a scheme i8 started. after April sth; 1973, 
- payments into the scheme will be assessed on the director 
_ete., concerned — seé articlein The Accountant of October 


| r2th, 1972.). Employee pension arrangements generally - 


: which are commenced after April sth; 1973, have to meet_ 
; néw tax requirements; (Finance Act 1970, sections 19-26; 

. Finahce Act 1971, sections 21-22; , Finance Act 1972, 

séction 74.) / 

Exercise of right under an ‘approved dae option scheme 
in order to prevent application of section 186 of Income and: 
Corporation Taxes Act 1970 (Finance: -Act 1972, Schedule: 
32, Part.VI, paragraph 1). ` 

UN otification to Inland’ Revenue of. fpa to 


mpensation comes in basis year for 1970-71 | income’ tax for 1971—72 "where no return. made .(Taxes 


"Management Act 1970, section 2 UE 


"Payment of dividend by a company | y 


‘To. prevent the application of the transitional limitations for 
advance, corporation. tax (ACT) credits." 


ll premium is taxable immediately but abate-.: The transitional provisions in Schedule 23 to the’ Pinaud 


‘Act 1972 are summarized briefly below. Technically, the 


provisions, relate to qualifying distributions, which com- _ 
prise- dividends and certain other distributions, but 'divi- : 


dends' only are referred tọ- below for the sake of simplicity. 
‘Tnter-group dividends. paid gross ` are ignipred for. the . 
purpose of these] provisions. : 

The basic situation under, rmen new w corporation tax scheme 
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^ The natural consequence of the foregoing is that.a 
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.is | hat Kio ee — tax cary is T by a 


E .. company .to ‘the Inland Revenue at the rate of three- 
``- Sevenths on its,dividend payments (less its franked invest- . 


, ment income) from: April 6th, 1973, onwards. Credit for 
Act paid is then granted against the company's subsequent 
"corporation ,tax' liability. However, the transitional 


provisions may alter the amount of this ACT credit, as 


bo con) below. . . 


> Firstly, in respect of a company's straddling accounting: 


spend (overlapping April 6th, 1973), ACT credit, is 


ae at tle rate of three-sevenths ori a time proportion ' 
© from April 6th, 1973 onwards of all the dividend payments. 
during that straddling accounting period. (The matter is: 
-a little more complicated if the company receives franked 


"investment income — see Schedule 23, paragraph 1 (3). J> 


company can (i) obtain d benefit by deferring a dividend 
. until after its accounting - period ending. in the fiscal year 


1972—73, thus gétting part of it straddled, (ii) obtain a further 


s benefit by deferring a dividend until after April sth, 1973, 


- 


> 
* 
+ 1 I 


js included. in the 
amount of the consideration received in that period, not the 


ni 


so that the actual tax payable by the company to the ` ` 


- Inland Revenue falls from 48-75 per cent (under Schedule 
' EF) to 30 per cent (effectively, because of the three-sevenths 
..caleulation) of the ‘grossed-up’ amount, and (iii) obtain a 
further benefit by deferring a dividend until after. its 
, Accounting period. ending in the fiscal year 1973—74, SO 


*no part of the dividend is straddled and full ACT credit 


is receivable. 


Secondly, there is a further batch of transitional pro- l 
, Visions designed | to prevent or restrict the penen of the 


/ T 
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. PREPARING FOR VAT EE 


‘ovement to VAT Regulations _ 


` 


ARIOUS amendments to the Value Added "Tax (General) 
1147) ~‘the principal . 


Regulations 1972 (SI^ 1972. No. 
oan bad — are contained in the VAT ) recent (Amendment) 


.' Regulations: 1973 (SI 1973. No. 244 


, Parliament. 

: Regulation 1 gives the date of operation of the ‘regulations 
‘as April 1st, 1973. Seguon 2 18 concerned with interpretation 
„of the regulations. ' , 


- Supply of goods on hire, lease or a 
Regulation 3; — 


.. Regulation 14 of the principal diues which deals with the 
‘time of supply of goods on hire, lease or rental, has been: 


" amended. to remove any doubt that, where.a- lease of land is 
treated as a supply of goods, the. value of, the output to.be 
return for any accounting period is the 


. total. consideration for the supply. 


"Supply a services by pence and advocates 

Regulation 4 

' Regulation 20 of the Sanda mE which desis with 
"the time of supply, of services supplied by a barrister, or in 
. Scotland by an advocate, has been replaced by a new regulation 


> which applies the same time-of NPP provisions to all services 


recently ‘laid. before, 


a 4 LI [4 * - - 
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“te 


tax savings arising out of die e id deferral 


procedures ‘mentioned, above. "These provisions’ provide. 
that there shall be à limitation of the amount of ACT credit .. 


that a company shall receive up to the end of its base 


‘period (which will normally be the end of its accounting 
period in the fiscal year 1975—76, or in. 1976-77 if it changes 


its accounting’ date). : 

. The maximum ACT credit will be the amount of ACT 
that. would be payable on the higher of dividends equal 
to the company’s ` ‘profit standard’ (broadly "speaking, 


50 per cent of its income excluding capital gains but not. 
less: tax) or its ‘distribution standard’ (usually a notional. 
‘amount. of distributions from April 6th, 1973: onwards 


calculated as-a time proportion of the company’s ‘total 


distributions for the four years up to its accounting date.in - 
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ACCOUNTANT mit eT zu 4 5 March Sth, ioz3 E 


1975—76). There is a de minimis exemption that can apply . 


-for distributions up to {1,000 a year, regarding which see 


paragraph 2 (8) of Schedule 23, and a close. company 


may be able to increase its allowable ACT under pie : 


graph 5. 


(which. is resident’ in the U.K., carrying on a, trade or 
business throughout 1971—72 and 1972—73 and is not a 
subsidiary of a U.K. company) that makes distributions. 
in the year i972~73. which exceed its franked investment 


exceedéd its franked investment income in 1071-72. 
So it may be important for süch a company to pay.a 


sufficient dividend by April sth, 1973, in order to escape. 


being ue to these. BU toHonE- HE 


` i 
- E 


b 


bya basibus or advocate. dane in, his professionat pd. 


However, these limitatións di not apply toa cómpany 


^ o 


. income in that year by at least'as much as its distributions . 


Tax is chargeable. when the barrister or advocate issues-à tax ` 


involce or receivés a fee, whichever is ‘the earlier.. However, ` 


tax i$ not chargeable on any service completed before April rst, 


1973, even-though the relevant feés:may not be paid for some. 


time e after. the introduction of VAT. 


Regulation 5 


deductible input tax, has been amended to make.it clear that a 


person, who uses ‘Method 2? is not entitled to deduct tax on . 
goods which he acquires for onward supply in thé same state ~ 


unless their supply by him is taxable. This removes an anomaly 


which ‘would otherwise arise in respect of supplies: of goods. Stel 


connection with certain éxempt services. 


i 
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Rendant a l El 


. Regulation 25 (e) and ihe odd amendments: to regula-- 


tion 27 provide that where a trader assigns a debt the transaction 


is disregarded for partial exemption purposes. | 
^ The assignment of-a debt is exempt and the vale of the. 


output is equal to.the money received on assignment: Without 


the new Aapa a tradèr assigning: debts would. be partly 


. Regulation, 24 of the "—— — FS deals pen 
the méthods to be used by partly exempt persons for calculating : 
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i TUUM s even if ie hàd no aia i e, ànd ight: be. 


unable to deduct all his input tax; and a trader who was'already ; 
partly exempt for a different. reason might. P ded a Pane 


reduction p of the : amount: that he could’ deduct. , x uM meee 


twa b 


- 


ent to regulstióh, 2 "T the P Nonius. 
new de minimis rule for partly exempt ps 







input tax; subject to the riormal rules, if that part” 


5. per centlof the whole. . : 

_ This is, an alternative to ‘thé. existing: nile: hich’ RD ah 
partly exempt person to.deduct all his input tax if the value of - 
his exempt) supplies is less than either £169 a month’ or &.per ; 
cent of the total vahie-of his supplies. The amendment will bene- 
-fit partly « 
high. valug 
tax on the 


ithout i incurring proportionately ee amounts of": 
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| Regulation MMC me apg tg Sede U 
The, aaa on extends the definitions 3 in a regulation 30 ‘of the 
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Regulation MUS 
Tbe, amen ent to- ENT 3i of the’ penal aes 
provides that value addéd tax shall not be: repaid: on. imported .. 
spirits ts for medical or scientific ' purposes. It removes‘ an 
anomaly whereby tax on the. use of. imported ee woüld: 
be less: tha on the. use: i British spirits,’ n 






Relisf on: ] "reimportation of certain od ic ae e. age 
Regulation O i Ta 


The new principal regulation, 39A , tenda to Wen ported used 
cars and se ond-hand works of art a similar relief to that given 
. to used, i ji and pena hand works: of art ou in’ 2e UR. : 


J Supplies t 






overseas résidents traders and ahuthorties 

irr. 

The ‘new ' drincipal regulation 41A' mpegs for the EXE 
of supplies of goods to persons who are not registered : for-VAT | 
and-who have no place of business in the-United Kingdom. but, 
_ intend, tojexport the goods; This will'enable zero-rating of.a: 
wide range of goods which are. supplied to an overseas" person, . 

trader or uthority, but which are not poner ‘direct: by the 
supplier. a ra xod eke diro, 


Supplies PN değiarting e the United Kingdom’ 


Regulations x2 to x5. — ^ MEE 
The additi onal principal edi vere and 43 ; ‘and con= 
sequent Ne dene to regulations 30, 42 and 43 restrict the 
' remissio d value added tax on supplies to Community travellers - 
and ion iA Kingdom residents leaving this country for at. 
least, twell months and importing the. goods in. their- ees 
into a Co unity country. The regulations bring the. United `. 
a Kingdom provisions into line: with those: prescribed Por, 
. travellers] allowances within the European Coiimunity, > * 
. The effect of the amendments by regulations 12 to 15 is that 
retail purchases by Community travellers, or UK, residents" 
going to PI in a Community country for at least 12 montlis, - 
can be zero-rated only if. the tax-inclusive value of- the article. . 
` exceeds £50. This restriction is in line with the increased scales’ 
of duty and tax-free allowances for: travellers within the EEC’. 






whereby fso. worth of articles can be imported free if they were, 
' bought do and tax paid. Thus an'article of tax-inclusive value :: 
ing £ 50 yill have to bé - tax E in m vee 


-not exc 





is attributable to his exempt, pee 18 les wan | 


elated inputs... | aT ux T | 


r = 317, E 
Kingdom Piti is digible T. ‘arte importation into. another 
"Commünity country. "But ari article of value exceeding. £/5o will. 
be. charged: tax on: importation into. the EEC country but will 


" be eligible for: zero-rating by the UK.supplier. : 


"Fhe'détailed effect of the..regulations, will be ix in^ 


F amendments ‘shortly to be made, to the VAT Notices. Statutory ` 
"Instrument 1973 No. 244 is obtainable from Her pf B. f 


pu Of ice, pice: oF (by pont reip). 


T 


Re- -pricing: for VAT. Sus 


ETAILERS who have hitherto addéd a percentage maie x 


Up . to-.cost prices. inclusive ‘of purchase tax will be. in 


‘trouble if. they apply the same treatment to VAT -exclusive ` 


'€ost prices, according to a leading article in the latest issue (No. 


5) of VAT: Bulletin. Examples given in this article show: à 
empt persons who miake “exempt. supplies of very. falling-off in the trader’s cash i margin under this approach which 


‘could. extinguish his net profit. 

— Selling prices’ under -VAT, it -is seldiamended should 
. calculated’ by adding the-same cash margin as- was obtained . 
under the purchasé tax’ system to the VAT-exclusive price. - 
For those who prefer to use 2 percentage basis, the appropriate 
- formüla^ i8 ‘to multiply. the old percentage mark-up (on cost 
' IOO dI PT percentage rate. ‘Ror 


,inclušive of puřchase tax) by 
i aroo ` 


x example, an article subject to 25 per cent purchase tax. ang a 
5o per 
6x 5.per cent, on the price luno: of VAT. 


cent mark-up should bear a mark-up of ( rinde 125), 


. The. examples in. VAT Bulletin omit any arithmetical 
', expression of the*effects of abolition’ of selective employment 
' tax which, itis pointed out, will. vary according.to the numbers. -` 
^f Staff émployed. Nevertheless, it.is plainly ‘stdted in the - 
. articlé that “The abolition of SET will: Tepresent a saving in + 


- cost which should be passed on ‘to the consumer.’ 


--Despite Government ` assurances that the: NET E 
purchase tax and SET- should not lead, to any significant 
Overall?increasés in- prices, individual items will -inevitably .. 


- be affected,“and the prevalence of ‘Buy now and | save VAT’: 


“advertisements suggests. that. many traders are thinking of the, 
‘new tax in térms of a 1o per cent; flat-rate incréase.: Prices, 


particularly of commodities which feature regularly in the ` Fe 


. household budget, are likely to be watched wan unprecedented 
vigilarice after April ist. :  : 
VAT Bulletin No. 5 also: includes. an illistrated example of . 


how to. complete the quarterly: return ‘form, VAT roo. As |’: 
previously announced, the. sole ‘supply. address ‘for VAT... 


. Bulletin is HMSO, PO Box 569, London SE1, and the minimum 
subscription for. 10 copies - of. each, of IO issues, including 
< postage = is £r Dos - à a ges re 


~ 
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Retailers and ‘Small Busiriesses Pa 


O. short courses, for the benefit of retail traders and. small 
“businessmen respectively, are Offered, by. the Polytechnic of 
Central London in association. with HM Customs and Excise. 
Each course runs for approximately: three’ hours, and‘includes 
general. ‘principles and rates of the tax; registration; allowable 


1^7; -deductions ; accounting: requirements; 'and tax points. There -° 
will also bé &slide pee AROR and epportunity for discussion ^ ~~ 


and questions. , ‘ 

- ‘VAT in the retail trade commences at 6. 30 p.m. on March 
. 28th, and ‘VAT, with particular reference to smaller businesses" 
‘at 2 p.m, on March 3oth. Applications for either course, accom-- 
panied by thé fee of £5 (inclusive of light refreshments) should 
bé addressed to the Short Course unit, Polytechnic of Central < 
London;. 3 5: pe Road, ‘London. ane 5L (01-486 R: 
E ext. f. a. page or ae 
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Current Law. 





Exclusion Clause: No Contract 


HE Court of Appeal has again demonstrated its distaste for 
the importation of exclusion clauses by implication. 
' B, a lighterman, was injured when a defective tow-rope 
(property of the British Waterways Board) broke. The Board 
admitted negligence, but sought to rely on the terms of a notice 
that ‘Lightermen .-. . availing themselves 'of the facilities and 
. assistance of the servants of the BWB in bringing their craft to 
~ and through the entrance of the dock must do so at their own 
risk and upon the understanding that no liability whatever shall 
attach to the, BWB . . . for any loss, damage or injury from 
whatever cause arising to or by the craft or to or by any person 
. or goods on.board thereof.’ 
-| The Court unanimously’ held that the Board could not rely 
‘on the terms of this notice to exclude liability. On the evidence, 
there was no contract with B, nor had he agreed to the terms of 


‘the notice. There was no question of any ‘agreement’ on his. 


. part; the matter was one in which he had no choice. 
= Burnett v. British Waterways Board (123 ix 179; The 
Times, February 8th). 


Liquidator: Representational Powers | 
ECTION 139 (1) of the Companies Act 1948 provides that a 


corporation which is a member of a company within the 
meaning of that Act may, ‘by resolution of its directors or other 
governing body authorize such person as it thinks fit to act as its 
‘ representative at any meeting of the company or at any meeting 
of any class of members of the company’. 
C,.as liquidator of a company in a creditors’ voluntary 
` -winding-up, sought and obtained orders from the Court direct- 
' ing the holding of extraordinary general meetings of the com- 
 pany's three subsidiaries. The purpose of these meetings was to 
: replace the existing directors of the subsidiaries by C and his 
» partner, with a view to facilitating. the ultimate winding-up 
.' of the whole group. 
At the first of the three meetings, C was opposed by a proxy 
for certain dissident shareholders; he thereupon demanded a 
poll, on which (by virtue of the parent company's majority 
holding) he was naturally successful. The dissidents were not 
represented at the second and third meetings, at which the 
‘relevant resolutions were passed on the show of C’s hand alone. 
C’s presence at these meetings was in pursuance of an authority 
in the following terms: 


‘We, Calgary and Edmonton Land Co Ltd, in liquidation, 
hereby appoint [C] as our representative at the respective 
general meetings of [the three named subsidiaries] to be held 

" on September sth, 1972. 

“The seal of the company was affixed i in the presence of TE 
Liquidator.’ 

The dissident shareholders issued a writ on the day following, 
September 6th, claiming that the subsidiaries’ directors had not 
been validly replaced and seeking to restrain C and his partner 
_ from acting as directors or in any way giving effect to the 
- resolutions. 

The Court of Appeal, affirming Phillips, J, in the Vacation 
Court, unanimously dismissed this claim. The liquidator, C, 
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was uriquestionably in spl control of the parent company (there 
being no committee of inspection in this case, nor was he subject ' 
to any directions from the Court apart from the orders directing 
the meetings) and was the ‘governing body’ for the purpose of | 


- section 139. The apparent plurality of that term did not deprive 


a single person from exercising its powers in a proper case. . 
Nor was there any significance in the point that, if Parliament 
had intended to include a liquidator within the meaning of that 
term, it would have been perfectly easy to say so; the language of 
section 139 was intentionally wide, to cater for widely differing 
circumstances and, had it attempted to particularize, it would 
have given rise to arguments that cases not so specified were not 
within the phrase ‘other governing body’. . 
The following proviso. from the judgment of Russell; Hj 
should however be noted: 
‘Let me say that this decision relates to the particular situa- 
tion of the particular liquidator in this particular case. It may 
be that a case might arise when the situation of the liquidator 
was.such that, having regard to interferences by creditors or by 
Court order, it would not be reasonable to describe him as the 
man in the saddle. With that kind of case we are not concerned, 
and we will deal' with it as and when it arises.’ 


Hillman v. d Bowl Amusements and others (029731 


1 All ER 379). 


unauthorized Borrowing 


ORROWING an employer's funds against a temporary 
IOU, even in the face of a staff instruction forbidding the 
practice, does not necessarily constitute theft, the Court of 
Appeal has decided. 
F, a bookmakers’ manager, took £30 from the safe, shortly 
before he was -transferred to another branch. He gave his 


successor as manager an IOU for the amount, and claimed — 


in the course of a subsequent statement to the police — that (1) he 
intended to: repay the money, and (ii) he was owed about 
£70 in wages. The trial judge ruled that these were no defences 
to a charge of dishonesty, and purported to define 'dishonesty' 
as something done deliberately and. with- knowledge that the 
firm was not prepared to tolerate such a practice. 
Allowing F’s appeal against conviction, a full Appeal Court 
of five judges held that.it was unnecessary for judges to define 
‘dishonesty’ for the purposes of the Theft Act 1968. In deciding 
whether an appropriation was dishonest, jurors should apply 


the standards of ordinary decent people. It was possible to 


envisage a taking in breach of instructions to which no one 
could reasonably attach moral obloquy, and this would not 


constitute theft, either at common law or under the Act of 1968. 


R v. Feeley (117 Sol. J 54). 


Contract: Illegal Performance 


ARTICIPATION in the illegal performance of a contract 
may debar an injured party from remedy, the Court of. 
Appeal has decided. 
A Ltd wished to consign by road a ‘tube bank’ weighing 
25 tons, and instructed D Ltd, carriers, for this purpose. 
D supplied a lorry whose maximum rated load was 20 tons only, 
so that it was overloaded; and A's transport manager, as the 
Court found, must have known that the carriage was in contra- 
vention of the Motor Vehicles (Construction and Use) neos 
tions 1966. 
In the course of the journey, the lorry overturned ind the 
load was damaged. A brought an action against D for.negligence. 
This action the Court of Appeal unanimously dismissed. The 
transport manager's knowledge of.illegal performance of the 
contract must be imputed to his employers; and A, having thus 
participated in the illegal performance, had no case. | 
Ashmore, Benson, Pease & Co Ltd v. A. V. Dawson. se 
(123 NLJ 202; T. he Ti imes, February 22nd). 
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TE a ision’ of iormadon to shareholders: and investors. 
general has been the subject of change-in a number of. 


ways in recent years. The Companies Act 1967 required a 


airs; changes in the rules governing mergers and take-overs 


have included the. provision of forecasts of future results; and 


.the objectives of financial reports and who is responsible tor - 


their prep 
The ma 
variety of, 


ation is an increasing topic of discussion. | 
agemients of most large corporations: proyide a 
ancial information already in the form of annual 
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There already exists a ee deal of information about a business 
and ità' operations which would enable an investor to make some 


~ Judgements about future events. Such information, however, 
e level of disclosure of past results and current state of | 


tends to, be scattered among-a number of. sources, such as press 
releases, news items, and industry journals. This could be 


brought together in a general statement by management. 


Of more importance is a statement by management, outlining 
its goals for'the coming year or longer period. This could be 


“in terms of sales, major cost elements, capital expenditure and 
financing plans, together with the basic assumptions that have 


reports and| chairmen's statements, reports to stock exchanges, : 


press releases and so on. Such information is on the whole a 


. factual expr ion of past results with a minimuim of prediction 
of future trends. Only in the contested take-over bid has it 
become normal to provide projections of future earnings. 

There is ; however, increasing pressure for the provision of 
forecasts of, the financial status in future periods of companies 


in which the public has an interest. Whether these should be. 


‘provided’ and in what form, some of the pitfalls of such a step, 
and possible alternatives is- the subject of a-paper by Harvey E. 


Kapriick, chairman of the board and chief executive of Arthur. 


‘Andersen & Co which appears in ‘the August 1972 edition of 
Financial Ex cutive, Entitled “Will financial forecasts really help 
investors?'; it sets out his views within the American context but 
the general Du have a much wider application. ; 


wt 


More uso ul reporting » 
ideration i$ given to the- provision. of Drei. 





been used. 


An example of this in the UK is provided by Norcros, who ' 


last year sent out with their annual report a statement, of 


‘objectives and how they were to be achieved over a number of 


years. - Management could also make public factors which 
-would have a substantial effect on future values such as loss of a 


“significant customer, negotiations with unions, or lawsuits. - / 


the adequacy of. information already presented should be i 


examined. Since they are used by investors to form their own 
: future can they be presented in a way that will aid 
that judgement? Mr Kapnick defines the over-all objectives of 


financial statements as to ‘communicate information concerning 





the natureyand value of the economic resources of a business. 
enterprite| e interest on the part of creditors and owners in the : 
economic resources and the changes in the nature and value of | 


‘ those resources from period to period’. 

The usefulness ‘of, present day financial statements is 
diminished because rules have been substituted for objectives.” 
The relatiohship between cost and value is a typical example. 
Cost is considered a basic objective, whereas it is nothing more 





than a convenient yardstick for measuring value. This results: 


in many assets béing carried” in statements at values very 


different from their real economic values. Many types of fixed ` 


assets are Shown at.values considerably less than their worth. 






d increase in wealth of the business through matching 
costs and income without attempting to ‘measure that wealth 
itself in reà 
investors; 
to judge the capacity of t 
future economic values in real terms. i 

| Improvements that could be made to the Stone and. loss 


. Would imply.an authoritative conclusion about the future. ` - 


Mr Kapnick's analysis of the problem of ‘providing ‘public 
forecasts revolves around two propositions. that he makes. The 


first of these is that forecasting is a function of the investor and 


not.of the management. Secondly, that since a forecast is 


.. nothing more than a prediction about future events, it is likely to 


be misléading if prepared by someone other than the user. - 
. The publication of goals along the lines suggested would not 


be as likely to mislead the investor;as would forecasts made by 
management. The investor would understand that a goal is. 
` simply a target which management is aiming at, while a forecast 


The-supporters'of the view that management should provide 


detailed forecasts in the form of pro-forma financial statements — - 
including net profit and earnings per share — must come to’ 


' terms with the extent of liability that may arise to investors who 


Internal nai external forecasts (| ij N 


‘rely on such a forecast. Those responsible for such. reports 
should not'shy away from that responsibility; yet, because of the 
uncertainties of the future, can management really assume - 
responsibility for such information? , 


' Internal forecasts are used extensively for planning, control, 


ne time, the profit. and loss account attempts to . 


terms in the balance sheet. ;If it i$ to be of use to ^ 
e financial report should provide the. data required 
e enterprise to produce and enhance . 


account include a segregation of fixed and variable costi to. 


enable the'investor to assess the likely impact on earnings of | 
changes in'sales volume; major gains or.losses of an exceptional ` 


nature; expenditures, made entirely with a:view to future: 


Faune; id any major holding gains or Kee: MES 
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motivation, and so on; functions, quite different from that of 


-forecasts imade for the- public. What is the position if these 


conflict with each other, as‘ may well happen in practice? 
If there is such a conflict and management decides to Poen 
both forecasts; which is the investor to believe? 

- Because of the limelight that will be thrown on their per- 
formance, it is likely that managements would take a very 
conservative view in their published forecasts. This may have 
some undesirable consequences. Investors relying on those 
forécasts may undervalue the company’s securities. Internally it 


_may make more difficult the'use of goals and budgets to stimu- 


late. manager performance. A conservative public forecast 
would dampen the effectiveness of internal goal-setting in many 
organizations, and the investor suffers because management has 
not striven to réach its maximum potential, - 

A great danger is that public forecasts would be credited with- 


view PE by the FOBITOYCISY which, breaks out when 


. a far greater dégree of. certainty than-they in fact contain — a , 
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!some- published in of arta Hina out ‘to be wrong, i used in the forecióts, he shduld deby be. disqualifed from . 
' Rature results depend upon many factors, including luck. giving an opmer on the financial statements covering that: 
» Aum are made about numerous factors such as the — period.- 

state of the economy, the particular market that the business More. E can. the assumptions. made by com- 
serves, competitive activities, and so on, any of which may turn © ‘petent well-intentioned management really be challenged by ` 
out differently to the predictions through no. fault of manage-- ‘an outsider? The latter-can no more challenge the preso. 
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a iment. - than make them himself. Eod Jia 
= Because the public wishes to have a ‘forecast which, is an tà $ PTUS ues die 
s ^, accurate foreshadowing of actual events and many forecasts turn | Revision of forecasts | Du 


E out to be wrong, there is a suggestion that an outside party Where fotécasts are ‘published management may. , well be faced ` 
"should verify the data, and the practising accountant is usually with revising the forecasts during the year that they cover. 
- nominated to fill. this role. ‘In the UK, this practice is already -Under what circumstances should such a revision be made and - 
P irae in many. forecasts included in offer documents in a: published? How soon after an event'which significantly de 
pu . Contested take-over bid. The accountant usually takes responsi- the forecast should publication occur ano what form should ' 
* bility for the methods and procedures used and the accuracy of publication take? .- 
“the. compilation, and sometimes. for the .reasonableness and While the objective of providing investors and the public | 
E? M err of the assumptions underlying the forecasts: Mr - with more and better financial information is a desirable one, it is , 
-'Kapnick states quite forthrightly, ‘I believe that such action is. necessary to ensure that what i$ provided suits the needs and. 
Bie imm ja and that it compounds the problem oF un- ` does not add to possible misunderstandings. 
"warranted credibility the public may attach to forecasts.” Improvements should focus on the provision oi Bak 
. Through acting in such a capacity, the professional icon -Statements which are more meaningful, understandable’ and. . 
;ant may jeopardize: his independence. Having been involved in’ relevant, and publication. of management’ s goals and. plans for | 
"thé preparation of the forecasts, he is no longer uncommitted the future. In this way the investor will be bettér able to make ` 
-when the actual results are being prepared. If he has. been’ “his own assessment of the future and determine. the risks he is ` 
, involved. in attesting to the reasonableness of the assumptions willing to assume with respect to a beeen investment. : 
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"informative Reporting by. 
. Grand Metropolitan. m 
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ine E group’ 3 rdir results, for the year ended A the Basis of ‘what would have been’. In the second, it is a vital | 
ces 30th, 1972, are set out in a form which I believe represents piece of accounting information for shareholders and other : 
a die Pes and fairest method of consolidating profits arising from : interested parties to preserve for réference a year hence. The. 
7 :Watney and, IDV trading activities. So says Mr Maxwell current year's profit and loss figures, including .a full year of .. 
7 Joseph i in the opening paragraph of his statement to shareholders Watney and IDV, will need to be put against the memorandum T 
*y in Grand Metropolitan Hotels, and there. will. surely be general. figures in order to obtain a worth-while comparison. ^i 
‘agreement with his view. - ^ With the split profit and loss account showing original andis 
.. The form taken by the Grand Metropolitan accounts (the new earnings, and the memorandum account providing results. - 
| x word "Hotels" is to be dropped from the title) is that advocated, ‘on a: full-year basis, shareholders in. Grand. Metropolitan are , 
Over many years in this column — the reporting of like against decidedly well: served. Operationally, the information on results 
"like and the separate addition of new earnings. The group profit from.group sectors is provided on a sector rather than, a sub- ` 
| and loss account shows that profits, of the original organization _ sidiary basis. x 
improved from /20:626 million to £2943r million, with six There are now five sectors and it will no anki surprise many -. 
', months’ results from Watney and International Distillers and to see ‘Milk and milk products’ providing such a'sizable pro- 
- Vintners adding a further ÍT 78s million of new earnings. What portion of Grand Metropolitan’s total sales. The acquisition of 
a ? could be clearer than that? - Express Dairy, however, was one of the first diversification `, 
. The ‘original’ profits of [29 431 million compare VE the , moves made by. Grand Metropolitan. It was a move that fore- 
" £29 million that some people considered optimistically forecast told major changes ahead. : 
` at the time of the Watney Mann bid. Adjusted to be properly :-_ So much change in fact that one high- -pr incipled investment ; vy 
. comparable with the forecast the actual profit would have been fund was aghast to find a ‘safe’ investment in.a dairy share 
 £29:628 million. Further than the ‘clarity of the-information, become firstly an investment in a hotel company and then in a 
. breaking down profits between old’ and new. earnings, there is group moving rapidly into bingo, betting: shops and breweries, . 
also included in the Grand Metropolitan report a memorandum ° RE E SERIE Z 
cae consolidated profit and loss account drawn up on the assumption Sector analysis | P WE 


s . of a. full. year's ownership of Watney and IDV: On that basis, Presenting results on the sector basis is indad a logical 
-it will be seen pre-tax profits would have been 147616 million. and satisfactory way of demonstrating sector profits, and the . 

— The memorandum profit and loss account is interesting in two ` activities from which these derive’, as shown i in the table at MES 

ui ^ + Ways. Obviously in ne first i instance it provides pras ngures oh top ofthe next page. ; | E 
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` O E P he " ~ AU L ; , . t- T i : > E 
fub. M asus WWW a diea 11972, A : 1971 
~ od | ` . " E T 2 4 a ^ f z Cae. exchidinty r A Group excluding . : ^ 
i : pm ae ae T . Watney : and I.D.V. . ” Watney id I.D.V.: Watney and.I.D.V. — - 3 
$ S ee Im NI (12 months)... (6 months) .^ - (r2 months) © 3 
ECCE ve elo Se ou. a (External: , Trading ` External ‘ Trading |. External: ‘Trading’ . `»; 
M ES. a p aa E 7l o gales ` |” profit ‘sales ' ^ . profit . sales -` profit... * 
T uU ; £ooos £098 : ^. focos ba , 0008 — fooos £ooos ^o 
(à) HS ; _enteittinment, catering . dad managed - püblic - Da dem es ISP C T IE: 
1S XM E DEL 3424603 ` , vaogés s ET 5,869 127,974. 47,714): 
i Milkjand milk prothicts | OM rs ee ears ABASI D 119,34. o0 II4484 05974 2. 
© Win and distribution i Pa tee Vaa 7C £9,123. ^5 12209 ^ 62,919: '9,196 " £3,608 -° 1,972 ` 
(d) and spirits. X.” E * ? ae . , Ü Me t peus La s 3,058 Ed z 414. . 69,215^ . 6,870 l 2,570 - a I59 . T 
(e) Gar ing and allied operations TER : d "NUT M 2 X15,IOI ] 4430. Se ge War a Pan oa a : 71,652 l 2,971 "x x 
a <8 ae ! e mn 3 pos E AL f ; . 23 = . E ` vii - | Do 
dí E a a i M : arida > "36,980" 017,114 ,. 21,9355 330,088 ^. 28,190 ^ —.. 


The major share of: profit id activity in ‘the eed group, - 
as Mr Joseph points out, lies in the eisufe sector which'covers" 
the many forms of catering and entertainment in the group's ` 


retail outlets. which are, for the most: part, licensed for the sale px 


` of all. types of drink. T hat, in turn; inter-relates with the- com-* 















CAM TM  —À i —— ^ 


Ț 





i 


- 





z F 


Commenting naé on ; the adoption. of the sector eso He 
"of reporting; Mr Joseph sees it ‘as more meaningful ' to share- l 
‘holders than an analysis by companies’ and the. intention-is to 








‘maintain this sytem of reporting "nto the future, both for: ss 
reasons of. facilitating. comparisons and because ‘the system, is 





pany’s ‘enlarged capacities“to supply’ their commodity require- capable of extension’. E 
ments’. For the uninitiated, the’ leisure sidé of Grand. '"Metro- “© , Acquisition of Watney and IDV during the summer of last" - 
l politan includes Berni Inns and the Mecca organization of year was the: biggest industrial acquisition ever achieved in the la 
catering, entertainment and betting shop concerns. `` “UK. Mr Joseph. considers it: ‘has brought to:shareholders out- : 
. ,Express airy's Operations were extended:by the. acquisition: standing benefits both current and in the future’, The Grand — / 
of three regional dairy companies. ‘Brewing and distribution ' Metropolitan "Group now operates ten breweries, 7,200 public | > 
covers the] brewery. as distinct from ‘the retail. operations of. ; houses and-775 retail off-licehces i in the UK *with considerable - i 
Truman and Watney, plus Holsten lager distribütion; and. trading ‘potential’. . a 
, ‘wines and: pirits covers the total international activities 'of `i". Since thé accounting: dit: 3 5:5 million. of age teres E 
D and E operations of all off-licences i in the UK, b E “indebtedness has pee rearranged ona medium-term basis and | ! 
i ‘ d { S , : vw ^ 
1 + a im l ; . NS B e 
Y S ` : 
| . GRAND METROPOLITAN HOTELS LIMITED m. Wes eR 
Pat JONSOLIDATED. PROFIT: ‘AND: Loss ACCOUNT- for the "year ended 30th September, 1972 ET 
Note ^' [ro l ; 2o i05 ag 7e C88 “Notes - Doom 0 9 
2 s £000's | £000's ^ £000’s 3 £000's ' £000's,  £000s  £000's 
` Group, cluding Watney and I. D.v. 4 ‘ 4 1 ‘ 4 un "i ; ie a n i i “ t, x 
d Trading profit - re oe Eu PROFIT BEFORE TAXATION 41,438 | 20626 | 
z _ Hotels entertainment, catering and. AN MED "o x Taxation . w D ut (€ 15,159 7,748 
De managed public houses > 20,763 . 1,714. 7 .: ' NI : pud 
| MUK add milk product "erus gen. (sgh c" -w NEM ulus Mam 12878. 
ae PEGWIDE and distribution . i 72 220 '1 972, tU Minority shareholders interests 641 318 T 
" se Wines n spirits, o ; : aa E oo ih 159 . À Pre jülaltion | 1 c ae (141) "gs 
i - Gamin and allied operations , M30 «X. 924371 " P ac a ina iae - ` -647 S, 7177 "MS 
a " : g : r ` M ; \ K P i i : : D : F - 
d 2 | 36950. 28490 |- 7 f 7 ? 
| e SR ae SPEM. X “PROFIT FOR THE : YEAR ATTRIBUTABLE Mert rd 
Ww og. | 2 MEE pronte or maocikrad companies. 2,8965. 2,0 00e 79: . ^ TO THE GROUP. a Oe 25,632 ` 12,701 c 
i l 38256 ^ 28,949. | `. l » hs amem d M. M eet 
os dne n XP E Extraordinary ind price year ERN: Surplus 3,512 1285 ~ 
"^ On 109 convertible unsecured, M ; "Nn hal. k 
- — fear stock Ne: 303. ;/;/ ^ 3053 -D PROFIT AFTER EXTRAORDINARY ITEMS 23,144 13,986 i 
i Other 008m. » iio; "Xe er. es : i y ni 
| 2E -' e ve ; y . pees Ace Gross diyiäsnas paid o or propased , j M E 
i Profit before taxation of Group excluding 5 T E eee VEM vx zu : 
Watn and |.D.V E , 29; an 20,626 : i t , Preference : uoa ae ; 95 : 6$ 5 à 
D ND "d 1 . "Ordinary ang ‘B ordinary” uu : i 
: _ Watney di. D.V. dor six x months from. Bist Mire wri (5 65 0. LN d im of 39£'t Pun "Re "Pi i ~ 
à ] H $e JS i Ts interim o not [ to ormer SENSA ] ` : 
1104 ` Trading profit < , À : i D su; Watney ‘and |D. . shareholders), 74,780. 1,113 
AR `. Hotell, entertainment, catering and ' en a EAS oa T ; MAG go E E d 
7! — managed public houses, 0. 5 : ' aie : Promoted final of ud 7 . 3,625 - | .: 2,210 NN. 
, Brewing and distribution + 9,196 oe pees et Pee YET i pem T 7 5,700, — s338? 
c ps MU Sek M NA jx CoA MR 23,444 40597 7 | 
x Sur, ea : |: 21,935 - £s p SÉ ae £575,000), lose shine iam 7 . uL 
E^ ^ o Chira ef “a M ok ee ~ *"' fun plazas und no ' i NL 
5" ,* Share of; pes of assocted companies COMES e A Mc longer réquired E - od" | 381 
— 3 i eee ae ee A * DEDE x Do PL ` "D A H " "n 
ED | x l * 22,096 NL UM er ; ‘ nterest ‘charges relating to'p ius courte "ig io - 
éo, Interest . > - 4,316 NAA FEY ' of development, after tax relief ' 22 ~—~O« 20194. z 
ELO XUI Dn e D e e uL e di — M4 535. 
ge c vu l OP a = jn "ES Qd UNAPPROPRIATED PROFIT ^ o» | o 23400 - . 10,062 : 
1:45 Amos due dinum ie. f PER Voe - > : a, ee 
'. 3 on ssued and cas to acquire, us ; - X PEE 
Io, Wameyand LOY. `. m "e" Earnings per ‘share : 15.0p d10p, ^ 
PS , A TADES MÀ Dd ; TM : " 
Dm FRO ; BFORE TAXATION 2 E 41438. 20,626 Diluted d garnings per share E | d17p.- 10.1p 
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V eH LIE ep quc qw Uu QU pom LIN “THE > n DOM NAM NE WAS dar m E DE "n UE Po 

5 me H EU oy z7- bd ; : x a * vat woof E B ` t " E :07 E : m e " e 
cy) ae On a Hes eT "ACCOUNTANT i o MN. S | March 8th, 73-7 
URL 7 : 5 E zi i a ® ore oe. A ae an am S Mie is uo ! l ^ 2 ES "un B : Q1 " n ^ ‘ 

20 0 2 ALME | GRAND METROPOLITAN HOTELS. LIMITED : NAE 
te E c * A . n E ' ` A iE a ^ -— R 

pa : ; ' EN 
Page ^ x a 5 g 1 pius Tene, 
P P à n NOTES ON THE CONSOLIDATED PROFIT AND Loss ACCOUNT. A es f 
eae i E TT TTE -for the year ended 30th September, AE >’, T E Nd 
: ` z so "m : F Es bt. -, : x BEES 

^ ‘4, ACQUISITION OF WATNEY AND " DN. - Be l Js ASSOCIATED COMPANIES De l oses E cam ME 

: , " On 16th: June, 1972 the company made Its final offer to acquire cim whele oiha daed __. The consolidated profit and loss account includes the following amounts | rélating to 
: ordinary share capital of Watney. "On 2nd July,.1972, atn "ne ‘and its subsidiary LDV., associated companies: Ey ' . E EL m 1971 

. ce `. became subsidiaries of the company. On 10th November, 1972 the company gave notice i À i "m s A sane OFONA : "SN 

:*. ^ under Section 209, Companies Act, 1948 to acquire the remaining shares sett eec The "T NN WWE uS à cludi Watne s 

-: ‘4 consideration for this acquisition was mainly in the form of Grand Metropolitan ordinary ta, es ge s Y oi win e) and and | DV. n "EV 

' shares and 1094 convertible unsecured loan stock. The ordinary shares so issued. rank for ` TE un : z u atn To. V. (6 m thaj ` a 
? the proposed, final dividend of 4%, for the year ended 30th September, 1972 and' it has. : j E T" on bey 
“accordingly bean considered appropriate to include In the'consolldated profit and loss f É : o 7 .* s £000s 7 7 , £000's . £000's 
account the results of Watney and |.D.V. for the six months, from 31st March, 1 Share of areia b f " A 1306. 163 ^ 759. 
s " Appropriate adjustments have been made so that Interest Is charged for the six months: € ot pronica De ore ation Ea me g s y ws Jig d - dui 
; from 31st March, 1972 on all loan- stock. aed and a E to acquire Mietnere Taxation’ og : NL Wa ga br 448- S397. :282 : 
le ri iod COMPARATIVE FIGURES "LP 5 ‘ j peuk -1 Share of Soin S taxation "M kt. = 858 D ,MA. Ac Ce 477:,., 
"ht. -The comparative figu res in the consolidated profit and loss account and rotes include "Dividends ` ME PA 00 249 ,.,,7/ 56 , 239. 
Truman for a full year Bue exclude Watney.and I. D. v.. ] E f TN "AX ux do6 SUP lees 
BU m" Retained: by assoclated companies - ' "" euet 609 " 108, 238, . 

+ 1 UE CHANGES IN THE BASES OF ACCOUNTING. í ^ ` ' b ‘ ~, m . i n . iem rote ger E —M Amm — 

y ^ arma i bases of secouadin Jer brewing, distribution and managed publie houses have - So’ PE NE . Rt ge 3 tae j 
` c need ‘to correspond w ose used by Watney. VYatney's other ofaccount- |: : 4 NE à 7 M ME 

A ing have been changed to correspond, with those used by the remainder of the group. The . 6. INTEREST CHARGES bl QE 4972 1971 
^5 -eatimated effect of these changes was to reduce: the profit, before taxation of the Es "5 zu. ^ gut DANS Fugo RE T te xd DO LI IE : 
` excluding Watney and I.D.V. for thé-year ended 30th September, 1972, UBM forse are Sr ee 3 ' Group un EOM 

^s a net effect of these.changes on the profit before taxation of wee and |.D.V; for the six A. seg IDE di excluding ^ une eee 

- ; months ended 30th September, 1972 was not material. | ee v. e 2,23,” Watney and and T.D a E. 

ae ; , a A IMEEM ~ LDA. (6 months) , ] 

P TRADING PROFIT x PATET i a i Cv c 4005 £003 £000's ^. 
ub m. l "1. 4 On 10% convertible uice loan stock( other nun " et i 
UM '" ()) The idi c alj of salés and trading: profit is ax s follows: ‘ 23 l J9: nh ed to acquire Watney) {othe 3,083 pu : 3,053 
ra E 5 : E NEN : External' Trading External’: ` Trading | On other loans repayable after more than five years., 4,742. 2,985 i 2 y 
3 or "e "e ,, sales profit sales profit On bank, and other short term borrowings ^ so, 2,2160 | 1,9981, 33599 . 

LR £000's UÉD00's^— £000'8, . £000's | >, - "T NES us E (T GE. 1 90 

NE Group excluding Watney and ^ b.v. M montets ' 36408 321872 - 27,518 | Less: Amounts relating to projects i in'course of Wr ae XE. 

: i PAPA "Continent of Europe C. i E . anes US E 700 6,357 E t. 656 evelopment: ™ ec E * . $ sU ^ 3 er 243 : fest M4 . 317: H 

"2d M NE SELLER LL NEL LS S ee LINE UE i tod BAR, 4852; 7 8776 © 

st eae i . Nom : , P. 5 434,446 ` 36,950 330,088  ' 28,190 . Lass: Interest Ta ivaa "mS E cua. T" s xti de 387. - 536 yes 4537. 

“Wa and 1.D.Y r dr ud KON MR DE M » ^ Pup <2 EE is pe 38,825. 4316 CÉXG 
"United Kingdom and' E . - . 148,019 | 19,492 i ' i M— 9 ——À 
Continent of Europe: 10,245 543 i The ima shown NUM exclude the diste | interest for six months: en loan’ pow 
“North America 5. \ - 4,764 ° 4,568 E ee ee e : issued and cash pus to acquire the ordinary shares of eae siters t 
Ret of the World E. dE si oy . . 8,086 332 l T i ya : TON 
e E e 7o TQMMÁA 21,935 ME | "TL E ~ NTE Ex 
E. "TE TE : ee ee 7. TAXATION Pe gee A DEL Ue, ee de a 
Ec Horn AES. i NC T l u CAS Ug uit aue. de de airs .1972- c 14971 ^ 
a ` c(i) Trading profits are stated after crediting: l : NA 10,4972. 51971 ln Ks M i "i EN i ^  «  £pO0's  £000's f 
; Dod oe Ux " rot Si . . Taxation on S T t up- ^ E MEE mf a l 
A doa Ra : ; ; Pu roe excluding A ket e U.K. corporation tax at 40% BF T leu. |. 8765 6,078 fi 
ES s 7» 2070 0. sf KD.V.(6monthi) ' -- — | — Overseas taxation ` Ue E 0 94459 e ME : 
Ww jars i "LE p j Q i " f ` A £000 ' £000's £000's , Tax equalisation | $ es É "m E " "t * fa 4,364 1,326 x - 
| ; ome from quoted Investments `` | (07460  ..123 | ^ 140 i E S ` (0 0. 51545288. 775] 
» ncome from unqu vestme zi : à i.e ; "3 - 33^ . 47 m M 3 iO . ER CIEN 
E a xs " " UP v = — | d ` Provisions for taxatlon no longer required ag ue de AI : 626 ” 285. - 
na a 4 E 3a. asa | E | CAS: 7466 
ortisation a A xo 5v 7,094 2,887.  ,4,628 : 215. 44662. ] 

7 e ' Leasing and hire oie eas Sh 5. i ^ 764 - 4721 - " Corporation tax on the group s : share of profits of associated E TX ae i "EN 

Cip, “Directors of holding company © <-> . ae pc ie , companies EA WT cua E :497 "282 — 

oe Feer 2 E s 25 RS ‘rt 22 x $ fe UT E, has . oe age agus 
: ,, Other emoluments j 154 /; — 135 D 23 5005 > 7 315,159 7,748 

| Auditors’ remuneration, Including expenses s o ,189 ^" B34 » 162: EE. MENT "EP. i à; omes 
iW v-z Gharab in 2200 . PEE 14 11 Be L2 AE S ET 
' contr ns i ' x, aai z AN ui , ` enit. 7 

"E T M. 2. 8. EXTRAORDINARY AND PRIOR.YEAR ITEMS, .. -. Am 

(enm Note.— Political contributions aptid British United industrialists’ £2,000, Economic: I UE 2 7 5a Rc is". . Group. - Watna 

.% “League £350 and Hallfax Conservative Association £100. i a ea y ua excluding and D.Y, 

‘ . (Mi) The chalrman recelved.emoluments of £15,377 in 1972 (1971—£13,764). The highest . : EE E . Eo Watney an since , 
. ,  pald director received emoluments of £36,103 Ue) 15 directors, (1971—13) -5 4 f p O a ; LP.Y. aéquísition . 
^ N 7 walved fees amounting In total to £22,326 (1971— £20,735) . P ut NL a £000. . £000's 

un » No ension ef lisi ge numbers of directors whose annual emoluments ex- - Profits iud losses on sales of braire and invastments not NS. " 

^." cluding pension.contributions, ell into the ranges shown: y t ben. as acquired with the Intention of re-sale, £5,234,000, less tation . — 3,924 701 

"e QT E i; zy. ee wo oe 6 Difference on exchange, mai, arising, from decision to flot, ^ ov, Eo En 
So es : 2:501 —£ s 000 . "E RES & 3v oE 92 "sterling '- ps. 889, (1338) - 

: > 47 £ 50001—4. 7,500 tos F , RE wur qe 9. eras! Amounts set aside to fund future ex ‘gratia penilons rising from . 1 Pa dea i 

(CE 7,501—f£10, 000 ui ' RD a HE 2. uw 3 past service, after tax relief ' i „a v (463) (499) |: 

a i ; Mi rei je DET a n " 3 bs ; , Discount on redemption of debentures = Er wt Y 21524. ' 65. 

nc 3 "E , ; KL ana 2 y . ; . m air yt 

2S8 £20,001— £22,500 - GE - Wc 1 ~~ | Other'Items, after tax relief — .', T e, E i © =` .Q91) ," 
£25,001— £27,500 : umm 1 T. i v : Tu uL PU —— a. 

cec... £39,001—4£32,500 NOEL y: : 1 wee | Total £3,512,000 — . aes te : EL we + 4874 (1,362) 

à er X i s g S " m . : a P ES Fi 7.1 M > r eee een s 

| 3 4 i . M. P 15- 2 uo E Ls - ts ide 2t a m 

(v) The following A shows the number of ailovaeE whose annual dilute fell Irto "$9. EARNINGS PER SHARE i KANE a i 


ane ranges shown: wy se 


N 7 ZEE bis Bog t y . Because of the seasonal nature of Watney's trade, the directors'consider that it TT be, 
a oe S . : 074972, 1971 clearer-and more helpful to calculate earnings per share after Inctuding the profits of. . 
die recor n : ©. -Group . '" Watney and I.D.V. for the whole of the year. Accordingly the basic earnings per share is.« 

oe - sey TEN D NE us -excludin calculated on earnings of £28,855, a (9 o 26) less preference dividends of £95, 000; - * 
EE A ing SN = ve v. dee m and on 191,254,000 ‘ordinary shares ü 1 535 000 and.114,647,000 shares) ~ | 
EA AME. u$s arua . "RE E ^ The diluted earnings per share is calculated on adjusted earnings of £36,325,000 áfter^ . 
jc ER .£10,000—712,500- : NOTE LAE TUN 18 , (416 -, 13 | adding back interest less tax rellef on che 10% convertible unsecured loan stock and on the 

E a 1£12,501— £15,000 1 i A l : 10. 9 4 cash to be.received on conversion of warrants, and on 311,781,000 shares, che maximum. 
"a «6 £15,001—4£17,500. IN MEE a o, pops Ws p 3.| number which will be In issue aftér conversion of all 105 a convertibla unsecured loan stock ' , 
. , £17,501—420,000 ‘ Si (t 2 17 4 -= | and all.warrants outstanding at 30th ment iin 1971—14, 386, 000 and ES 000 ` 
-£25,001—4£27,500: ‘ GE —_ — | shares) Pts l 
4 ot 5 - : ` {i E : MES , ^ N ! ° os x i 

i bi ` a E F £ = . N + ł K : "m 1 3 $ . - - " | 

] ya: P ft , p es P | ee $ ink 
"A » ^ l ; s * h " = d "i ^ ! ms J in E AR i e 
UP LEN ( 2 p ^ ei : . + S eU ` n B ux » Y hj J’ = a : 4 





CONSOLIDATION "RB ogee : 


` same period as t 























TM. oe . 530,396 - 162,502 
, S: G. Grinstead, Directors = r : 
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Basis of consolidation td 

The consolldatdd profit and Joss account and. balance sheet include the a accounts of tha 
company and its'subsidiaries made up to 30th September, 1972. 

Turnover and p of subsidiaries acquired during the year are Included for the period. 


i since acquisition’ Where an acquisition Ix wholly of malnly for loan stock or cash, the date ` 
paid.or the loan stock interest : 


of acquisition is' taken to be that on which the cash is 

commences to accrue. Where an acquisition is wholly or nen for shares, the profits of 

the new subsidiary are Included In the consolidaced profit and account to the extent - 

-considered appropriate having regard.to the period for which Grand Metropolitan divi- 

dends.are payable on the shares so issued: where the terms of such an ‘acquisition include 

a loan. stock or element, adjustments are made so that interest is charged for the: 
t for which profits are Included.” | i mE 

ur * i, a ., 


' Cost of subsid aries less book value of nat jetta acquired 
This re resents, e excess of che cost of mio deii of subsid 
value of’ the net ble assets of those subsidiary groups at the 





groups over the book . 


Intergro sii profits í 


External i ales 
` sales are eliminated on consolidation. - 


j 4, 
nventions i 


4 è " 
` ` 


Accounting 


' " "The accounts of some overseas subsidiaries do DoCERESETR with the j group’ s accounting ^ 


policies because of the legislation of the countries concerned. Appropriate. mi 


. are made on conso idation In order to present the group accounts on a uniform 
. . FOREIGN CURRENCIES ` naa 


Assets and Ilabilittes in.foreign currencies and seha and losses of overseas: subsidiaries 
are converted to 'sterling at the rates of exchange ruling at tlie balance sheet date. 
» Differences on exchange arising from major ba a in currency vajus a are rented 


i soarana, tems, i 





ates of acquisition, less ^ useful lives. ` 
an appropriate pr oe of surpluses: arising on the Eo peeguent revaluation of Piero `“ 


éxclude Me UE sales between group companies, Unrealised profits on n such n 

















. - i ` ' - l 
Mm 


` EXTERNAL SALES ' 


External sales include duty on beer, wines and spirits, together with i rents and rei 
. , Fecelvable. NE 


> + A > yt : 3o VES 

UTAX EQUALISATION ACCOUNT ] m 
' This account relates to all fixed assets other dhan hotels and catering promises and 
‘represents “the liability deferred because capital allowances for taxation puros ne. 
been: “greater ‘than the corresponding ‘depreciation provided in the accounts. 

Depreciation ‘ahd amortisation 

No depreciation Is provided on freehold pro ies. Leasehold properties are amortised: 
: over the last 50 I of che lease or the length of the lease, rf shorter. 

: In the case of hotels and catering premises, the: Cost of the original furniture and equip- 
ment ‘and of additions considered to be material improvements Is included with the cost of 
„the property. All replacements of furniture and equipment are charged to revenue. — — 

- The-cost of all! other piang, ee and veh cies l is writan S over their estimated 


zo 


* Investment: and development g 


provided. on the net figure. / 
i ASSOCIATED COMPANIES. ` ` 
"In accordance with standard — practice, the group’ s share of the profits of | 
. material associated companies is Included In the consolidated profit and loss account and ` 
the group's interest i in material associated companies ts shown in the consolidated balance. 


sheet at cost plus the group's share of post-acquisition retained profits and reservas. Sales 
by associated companies are not included in the figures of external sales. 


Yom 
i p Grants have been deducted from er cost of the assets concerned and depreciation hc 


ey 


- 


LI 


, over 





| TALATA 227,375 | 
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a 2 i N e ar mU hr D EST re bod 4e. a3 5 xA 2% SUB ae 
A | gue un e. ee uu eue ge ~ -323 
"March 8th, is or F3 n "ACCÓ OUNTANT ^ E : ve Aus ue 2 g l 2 
"à oe "GRAND: METROPOLITAN HOTELS LIMITED | E Pe a. 2 f 
BALANG SHEET. : : s S rani 2 "X CONSOLIDATED. ‘BALANCE SHEET : TU 
di ? : E C as at 30th September, 1972. EE DIEM 
as at 30 ie. z ! 
: x NT" sos Tl Pi € "Notes th E NL P " a : e Pa s 1972 4 1971 
Notes 5. : E E 49m. grt: E ME. Us P l £000's. £000's  £000's 
T i Fi ae : F FINANCE: E ns 
` £000" Eos QUE], (o DUM EE rS n 
Sroinary | 95,627 . 59,033 
SOURCES OF FINANCE S a i 10, ' Ordinary and.'B' ordinary shares — ` ' 5,627 . 59,0 
a i ` - T. TB EE M Share premium account + 1 eon TP 
, Ordinai j l nd F S 11. — Capital dod dr : gin gir 
‘pr =- 5 zT ,033.. 1. * , Debenture redemption sin ng un y l 499- 14 
A0 eO AN 2 ordinary shares i Paci 34,666-| 1 — Unaperopeltted, profits Boy m 
^41 ” Share emlum account P -* 238,290. "e oes D s : umo 
11 Cip rales ; rm / " vat 10,636 : 10,221. 4. 2 l T ] "ee : ae e 
" Debenture redemption sinking fund ^ ';. ' E : Qc £460 10 Prefi nce Sha " Iders " L77 1717 
age m ited l ae 13,452 9,293 |-> : ———— . 
"E Sic taal profits 4 l uc uuu c ` Mińority. Shareholders ia Subsidiaries O 14549 3140 
i "O ce cou S os 358,005 1144173 |. i : ———— 
ar ANE SES ui | Lit Hn Ut Lii Capital ibl red I ioc 199176 121,317 30,525 
‘ E DU ee * : T os 4,717 1; AE. convertible unsecu oan . ` 
id Pisis iade cM A ——— =< 13, Other loans repayable after five years (secured... yt Sg 
, . z 4 TEC gd. oz: £74,976, : ( dos 155,300 40,164 
EY i ' i i EE EE. . Pus E Loans re le wit hin five years secured— So x0) > 
Loan : ital or MSc 26000 e 19,463 2.2599 
42 10% convertible unsecured loan stock 1991/96 ` OTM3U C 30,525 . EN *oe 4$ NES Cc NE dud 
13. Other! s repayable after five years. (secuted— A i "apu SUE. "qe à , E d. Bs 296,080 73,288 
~, d tti? . a à ptt usd 
659 000) — FE 7 49,357 ioci « Tax Equalleation Account ' 18,428 .. 4,505 
e -— 7, WesM 4662]; — PE se uE Wwe fe 000. MM 22355. 
x oa ; $30,396 162,502 INVESTED IN: ` , » ; " 
AN : (| 14^ Fixed Assets |. 0, 7 50. s. 444060. 208,573 
' i n x Subsidiary” not Consolidated . EN ^ — 4,236 
1s T re ee $ . Associated. Companies. - U^ » m9 — 3852 
19 - D» 361,943 183,618 Long Term Trade Loans — Boe as f 13,983 © + + 505 
3 - A E 20N, . Current Assets zo AY n 1 i , a N vue 
T aE EX Stocks | Je ag, CORT dd ' 93,180 20513463 . 
' TE db E me . Debtors ! . ., 64,536 21,890 — 
: 2 ..27 : _ 25 | 17 . Investments © i 21,468 ' + 5,80 
: d. $493 [5 oe Dui s 7,414 ` 3625 
Nu | x ; ^ T - Mx oi Cash and bank balances — 1 2,2285 
17  . Investments ^ v '. od (000704 5 04 1,890 p P NM RÀ 
= Loans} | (fuste 7 0731557. - 465 ` P X" 189286 . 4643 
E f 4 t ` r ~ D* f 
Cash and sank balances T o S645, | '52. |. i 5 3 677,108 260,90? 
» pee = “Currant Liabilities - Qiu ee 
f ‘ - E A e 10,996 _ 5,606 Bank overdrafts and short term borrowings Ee Sine A eet ea 
; f fs `- > (secured—£2,067,000) ` MMS. ^ -o 36,825 
TT, - Dm 591,345 ~ 207,280 , Creditors (including trade deposits £9, 946,000) | ^^ 101,494 . . 38,421 
^5. DE ^. C i. Taxation . 17,500, ” 8801 
. Phy 2 bo stg Proposed final dividends, g gros i- "^ C3825. C ^ 2,210 
Current iabiljtios : NE pO OR DA y ——À l : 
Bank ov [erue and short term borrowings ` $8,878 34,338 | |^ t ES 7 T n hark c3 207,767 86,257. 
Credit i , 8,181 8104 |. a Ur NE 469,341 ^ 174,652 | 
“Toader. l i EI $m e eget 65 i . 126 j ER POrAMoR Tax payable after 30th September, 1973 - . 10,514 | 4,959 
~ "Proposed final dividends, gross) — ^.^. iti OO PO Be xh . i cn e. 
vs o. R a ——-. Cost of Subsidiaries tendi value ofnet : os 
: 1 i 60,949 ^ 44778. assots seauiee . n UR + 283,645 > 57,682 
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. STOCKS - : AA Ta 
- Stocks have been consistently valued at the beginning and and of the year at the lower of 
ore ede: and estimated reiterate Where appropriate, cost includes eee 
expenses. f . 


EI 


r 
^ ^ [EA ^ " a e k 
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"T Dey ic "i Pee ro a t mE P i ks LES s oe so. * at yw Ü yu A ~ 2 x , å E "oo, » ou tX a E » "f Pare ` $ n - 
2 S Sui Mte P Ud dureh um Hop vM atat cw D LU N ou naa t t a ; DE ES SES wed hehe Posso NUR Re vt dc , A CUL 
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Un ane iy x s Su Ie Val $ueat a ETIN esr a Ael ees ee 4 ie ho yr qno » MEME d Taal 
1 a oe acl , i es M $ i. oe . d 
vice "324 » a4 trt uv "EET Bs uem joe rs LM 5. ‘ AC Ç " een ea fu UR ar "i ee s EXT ca SLE fake ae. FEE 
OR a D a: M ig iris E et e , i E " Vd , ashe? : : 3S ua s ups $ a4 Ares. : . p 1 2 r^ P cc 4 nt EM n “ey NS UY a a 8t Ky 19 3v XE 
RAE yu ox LUC tatu im ? x Typ Y 2 45, "s A a y n ze ^ S aes À m "XP b [ex ds pete T árc t 7 
US yf. e utter kt Fe 205 TAN 1x e E erg ^ OU MR D M Me EDT š s y EUST Rd de SR M EAT BOF p i to ur ca UA y ; : 
-d r.a. . lv ~ ah ae d Pee m M B. ^. "e m ee an EMI ' Ne du : 1 l. a sd A zn 
yt E ^ 2 No 2 " h " it “ - D. LM ter ae r : * al s ` wa i : 3 
M Can ipM EROR m E o 7. = ' B t LM “t f A : i ; "y $ = cae DM thom) ty," * Sn dea E i D A. MEE M 7 a, | 5a PNE : yt i + ire re. A AL 
Mb, 65 a. x T a ' -31 r LE T "GRAND DRM ` ROV E ee i ay 
QU "IN ee METROPOLITAN HOTELS LIMITED D S AM Da 
e t shat Ri ee A E 1.4 3 10 - . Se / - 1^7 PA wa Maat V. x 2 PESO xs E e R w . r T 
i Us pus re ast BEES = ’ E ipe M "4 r Lus i CE AL QC E ! k gu 
LO P (Ee rn 25d aes te Q0 aci d "E S * Fon ! E d d bo CS ^-^ : xx i "E n 
AM rro os : ook ^ VÉ $ r 
a ee NOTES: OÑ. THE. BALANCE. SHEETS - 1 UU d f E 
ee CO is 4 on ‘pages Band 19: ee ee aa e 
! 4 - x 7 : : ` 204 > : s 
Pel SHARECAPIT AL ose ma uua. Cp oA lg i enc det | on | ee v cU 
LA AU T - A Sn ^s cot "6 EE to 4.7 Mrd n dora (TUN z i LAT Ú E TRUM FE 
ue, d HC : ~ a ss eer qu a SES. ny i B th DN Es ER Í K isi A ore DP. REPAYABLE PEA 5 YEARS: + ee M FII NM 
^ p y NE E ` Ave o3 8. Ey ` etail: sare en. oa 25 ea 05 tae Bg ote 
Y, fp» sede E, £ n page: 3. " [Not reproduced . ; Ke ee Re 
E Ordinary and ‘Bi ordinary shares * LE MEC" Ordinary: ‘Ordinary cut ` 1, i 2 ee T EE 
E 13 k = - R PLA r i 50 v4 a mL Z >- = a EB oum* x B aog A "uin t D - R 
Sel a Leics E a e 1 4 í p ; i n r ʻ EE » š - ^ x 
Ec : : - es T > Mx ; * , is ^ s P El UE. NY ea ^ rx 
UES De E Eu C M a.u 14, PIXEDASSETS T S co uir en Ee a 
"n ^ ` LAN i *4 a D NE " y 1 tuo P n , . x V 
ps Issued at 30th September; isnt": f ^ nM a ae 48, 316: Da "o 4p 51 0-047 a H dc CN AMI UCM s, Group b Company. 
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F, ` "Sloan's $ Dairies Ltd - TE b E E E. ates L* 2130 " x ESTY ix LEAN Us ] ae * D ncluding t 2o x s Plant; B c : Including . 
i K r E we + ~ E vy P Pe . ut n R E $ 
"^ Xv po : ‘ ae Sq . Ww. furniture 7 equipment, ` Ro furhitüre: ` 
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eee E osa ESI OE rc NUMEN, : 
A rissued On. conversion. of warrants., DRM pae Meets un mE Me ip ure M V py GS 1 o ^* and "Other ‘vehicles, ,: : 2 Toan wob and o. 
am See 191 ara 3, equipment proper, ae pi ‘Total | equipment: EY 
-Costor valuation. ——- ' d . 131,098; — :53,019 ^ 49,300. LE 15,693 ^ 


S Amordasien and depreciation . o 3494 2703 z 20,647. .. , 24844 AT. 
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et {Authorised ar 30th: September, 1972, A E DM I P ura E aed i 162,566 ;, 10 DT 
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EN a SAT Nee | book value 00e 505 497,606) 52,316 7:728, S73 5 x 

CS . The following cel i re of ordinar m share eve: a | been dealt with in che ‘accounts: $ EL CU e 45, 676 - H 
i 1 7 s- —— : 


Movainianies during year z ute É MEO OB WS 
itions 10,688" : 13,068 12455 | : 3624 ris [37s 
oe of changes i in ‘exchange = f zx a T ae ia: s 
MORE . i533 po I I IA 

Tipee of companies acqulred: PE ` IAE E s Š aa p. Bae rM. arm. 


IDNMSTS (1) 3,100, warrants to acquire ordinary shares in Grand Metropolitan are in ‘issue; 
C DAE : each warrant entitling the holder to subscribe 205p for 1i ats pe shares. S 
~t E "Fo 7 each during the'period 20th eran ia Mocs March in any ‘of the j ears 1 1973 tó 1 
m S (i) The: 'Outstariding minority In Mecca Sportsman Limited’ was acquired on 
LX | 16th june, 4970. Further ordinary shares are to be allotted to the vendors before - 
=" oie ^ 30th June, 1976 and the-number o such shares is to be calculated by.reference to che ` 


Pd 


: 3 : average annual profits: of that company during | the five years ending dist December, Ts ^ Watney . ka E IE :d “54,544 4 122,545 ` 40,032.. "AT, i. TE. M 
M Sas 1975. ? De est ED. V. : pom fat tatit: 49430 7,044 25.474 BL 
age Seas 7 (ii) During 1963 nd. 1964 o tions ware granted to directors and. employees ‘of Bernt S7 Other; i., EIN PO 3249. o4723.7 19M.. - 3,883: Spa t8 





ug inns which will ainn enable Dn eon hd & Sp to 165p: 41, re v. These TN QE ae T uu p neue ae aria E WE. DT 
. ps /shares of Grand Metropolitan at prices ranging from:33p to P; per share, These a qe 3 7 67,014 155,766 61442- * o T sinn 
poa d oM ‘o tions. are exercisable at various dates before 1 n à 2 P EE M E : ad 25 : < A 284,222. ; 931 me 


f ae +: The 'B* ordinary shares rank pori passu in all respects with the ordinary shares JUN P , Assets sold or s " uo vec! 44925,..711,78.— EZ DC 
gis pps . 3904. 399,274 7, 5077 





V that for the financial year ended 30th September, 1972 the 'B' ordinary shares are entitled . , Amorti on andide reciation ^ 1,504 “514 * c XE Sco 4435.7 
E y 5tos a dividend of 3.2p per-share- beforeany distribution is mado onthe ordinary s shares. The. p ee D Lu P ae eee i "n = 
Nip. Bt ordinary shares arċ also entitled to dividends at rhe same rate as pees on the}. ^ NAE ie DUO. UU 5696 . 11,690-. 11347 .- 28,735. — 163 
A ordinary shares H in: excess’ oe per: share. ae - a A Sí E de m E) x arla nae UA itl DDR: aic MESES duco PL 
buds `A SMEs f Eis m s ` "30th Seğptember;. (972 - qe. oe wk CN gees NIU AN ME ux 


Cost or Valuation, — ;" Te IT 494214 ; 198,924 : 137,774 ., 531012.. 16,574" 
“Amortisation and deprecation 4. 75,392 ^  2,5342.,~ 59,026 +- SEISE. P ci^ oS 


"Net ibook vae CO. 188922: 196,390 -. 78,748 | .464,060. - 16;444° ^ 
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253 ference shares on or after 1st July; 1981: (and: must redeem thém not later chan 1st July, s " .. following years with additions.“ uie Sou p Sei Ru Or a ce o ABC 
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Ne | Quoted; 'at book alus - EXPL. gs ug : 10,1665 >: 659. 4,389 1,884 -< 














du P^ "profits were distri uted. — a E ; ‘ MT i X 5 
2 : -— wt ae v: c + ae E m m ate i ES CN . m d ` ae NE 
] PN roo’ . he - UM eyes od 3 E RC d Es (Market value) ' " TN S (13,775) e- (1 mee, Pr - (2,086), 
+ ' a 5 —- 2 d B r. 
aE nda keane er T _Unquoted, at book value: r c0 2,303 P ay 
Mr TH CONVERTIBLE. UNSECURED LOAN. STOCK "en E SPESE » "WD ME reser NEL NU Se RU d 
yg. A. a ij - s iu. xt E . * aE Hot = Prins * b 
"morc ‘The-holders of the 10 per cent convertible unsecured loan, stack 1991 6 have the épron" ; ELI a as pe a 012; 468 -T24 -275,480 —150 Ea. 
Tas of ing their-stock | rdi hares.during the period 20th Feb M9ch PET Y. x MC ` D eee Smii e 
zt. E D converting eir- sto nto ord rary shares: during the pe ruary, to ~ . — a E 
Ta 
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The Joint Diploma In Management eee Services (promoted 
“by the three Chartered Institutes and the ACCA, ICMA and IMTA) is 
. for the| purpose ofimproving the standard of Management Accounting 
) Services which the profession can give to industry: and to provide a 
qualification for accountants in industry and those acting as con- 
sultants to industry, the possession of which will indicate the 


holder Is, wholly qualified by experlence and by examination in.this : . 
fleld. The Certificate in Management Information (sponsored by the, 
Institutes of Chartered Accountants in England and Wales and iv - 


Ireland), jis for the purpose of encouraging study In the nii d 
important field of Business Administration and Organisation. ` 


. The subjects of examination for the J. Dip. M.A. Part I, and C.M. L, 
for which the Metropolitan College provides expert postal tuitlon, 
-are: B 
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` Please write. ‘or full. particulars to The Principal, ' 
... B. Mendes, B.Sc.Econ., F.C.A., (Dept Af), Metropolitan 
- College, St Albans, statirig the examination in which „ 


Hines Organisation and. Administration, pom of Systems, you are Interested. 
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Accountancy Tuition by the Metropolitan College 1 for Examinations 


|J. Di p. M.A. the Highest award available to 
A CCO untan ts in Great. Britain: 


Certificate i in Management Information: 


and: Data © Processing, Management fnfonnation and the Use of 


» Analytical and Statistical Techniques, Financlal Management and the 
. Use ‘of Accounting Information, J.Dip.M.A. Part Il examination 


comprises a thesis and a viva thereon and Is open to candidates who 


have passed Part | examination and have at- least five years qualified |. 
experience. Those who qualify for the Diploma have the right to 


use the deslgnatory. letters J.Dip. M.A. 


Examinations are “held 'annually,. each October’ in London, Man- ` 


ċhester G Belfast and Dublin. - " 
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Established 1923. BN LU ne 


Associateship membership is open to those who have been süiccasstuli in passing ‘the prescribed examinations 
and. ho have in addition. not less than. five years’ ee accountancy experience: 





t 


entiate membership is. available to persons not less than 25 years. df age who nave had a minimum of . 


i seven years’ approved accountancy experience, Graduation to Arencetesmpit is: by- examination. 


! 





$t Iderit membership i is open to those who can furnish the Council with evidence of a good geitera education. 


A syllabus containing the Objects "and. Qualifications ter Membership. and particulais regarding the exami- 


nations can be. obtained from the Secretary, at © 
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"Terms are better than is usual for temporary assignments. LONDON Wi 51 & 53 Riding House Street : 
||| © EMPLOYERS: Our register of candidates lists hundreds of ISLINGTON | | 61 Upper Street 
|| . accountants we have interviewed in depth, and perhaps one . Joint Auction: 
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N By order of Unigate Ltd M " 
d z ir nis po ae drop na Piles any - - HIGHGATE = - 25 Swains Lane . 
orm- — study the registers. Over vacaricies | 
in the U. K. and overseas offer you the widest choice. Ring ' ORE »6.Cannon Hill 
for relevant list! Sa 


















' engagement of all grades of staff from Articled Clerks 2 GUILDFORD 11/18 North St & 105/109, Woodbridge Rd 
. -to Partners. Salaries: Ue Ge (9 65,0005 Overseas = Up LA ; WELLINGTON .. 32/42 New Street 
" £10,000. | ae MUR IS 
AG FREEHOLD INVESTMENTS . 
Commerce and Industry: R. Thornhill, 01-628 8860. CROYDON ` : . 54/58 Church Street "EM 
Vacancies cover the whole range from Trainee to Financial . KENTON 219-Kenton Road . 


@ An essential desk book for the company executive, 
€ A ‘must’ for the student. 
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ONE THOUSAND 
QUESTIONS and ANSWERS | 


on 


COMPANY LAW 


by FRANK H. JONES, F.C.C.A., F.C.L.S. 


Certified Accountant 
FOUR 


‘| SEPARATE INDEXES 
CONTAINING 

OVER 2,500 

ad 


435 PAGES 


FULL ANSWERS TO : 
1,000 AL ODORE 
ED UND 









SUME HEADINGS 





Ee ees pet by post £3-08 


BARKELEY BOOK CO LTD | 


215 Seabourne Road, Bournemouth ids 2HW 


Ime etd 
h 


Many hundreds of accountants have found the right job | 


through this useful service. Our information centre (near 
` Moorgate Station) provide details on jobs, prospects and 
client firms. Consultants are always available to discuss 


your requirements and to: offer expert a dvice. p 


- FREE LISTS OF VACANCIES 


Public Practice: L. Kelleher, 01-628 4550 
.. More than 300 Professional firms utilize our services in 


Director. Salaries: up to £7,0004-. 
Temporary Staff: M. Farrer, 01-628 0391. , 


of them is the man you seck. To find out ring me now and 
. I shall let you know. "within the hour. 
R. Thornhill, 01-628 8869 


— OWEN ASSOCIATES. - 


47 Finsbury Court; Finsbury Pavement, London EC2A JHT - 


| A remarkable fund of practical information i in its pages’ = 





For sale by auction 
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ST. JAMES'S, SW1 — 







LAW STATIONERS: ^. ^ 
COMPANY PRINTERS: 
COMPANY AGENTS ` 


Draft Mamorandüm and Articles 
supplied by return of post 


. Company Seals and Books 

Notepaper, Bills, etc., printed 

Rubber Stamps ` À i 
All office requisites l 


READY-MADE COMPANIES 
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38/40 FEATHERSTONE STREET | 
LONDON EC1 - 


01-253 2977/8/9 and Telex 262687 >` 
ose 0344: nes) 2 d 


LONDON AUCTION MART: 
"THURSDAY, MARCH.29th, 1973. 


: (Unless previously sold) 
FREEHOLD .SHOP PROPERTIES 


pube 64 King Street 
VACANT POSSESSION Pe 75 


FREEHOLD DEVELOPMENT SITES : ^ 


WEST HENDON* 173/179 The Broadway 


10 & 11 Rose & Crown Yard 


*Lincoln: GERALD' MAYNARD & co ' 

9 North Church Street, Sheffield $1 1JG. 0742 27441 
*West Hendon: DANIEL SMITH, BRIANT & DONE 
157 Kennington Lane, London SE11 4HA. 01-735 2292 
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NG i§' caan but dea and . 
and it.is only death : that ` 





iM 


: taxe 
doesn' t get any, worse. This was brought 


memb 
| interim d 


inheritance. The authors, Professors | 
C. T. ‘Sandford, C. D. Harbury, and: 
D.'E. Bailey, and Messrs J: R. M. Willis, 


à 


‘to mind kt’ ‘last week’s conference of the 


of, Professor Sir. Alec.. 
Cairncross, which gave. the Institute's 
an opportunity to ‘comment on 


cumulatively on: accessions by gift and — 







D. J. Tro side, and C. A. del Tufo, are 


taking ps in the IFS research projeet^ 
j ; 


on this subject: 
In “his 

e 

100 per cent tax on inherited wealth at 


iiteoduction. 
made passing reference to the 


the time of its second inheritance) without 


sending any | noticeable shiver through the | 
audience = which, in fact, included all 


Shades of. "political. opinion "and con: 


“tributed almost animated and constructive ' 


‘that, b 


debate ol the various Peper 





l Gratuit us enttéhiment 


Professor |C. T.- Sandford, in introducing ` 
. his. paper, “The ' éase for an accéssions 


tax’, mentioned that the idea had been 


l aróünd for quite a long time.’ It was 


sometimes referred to as. GET (gratuitous 
enrichment, tax); the term coined' by Mr 


Oliver S tchbury. Professor ‘Sandford » 
also quoted the view. of Professor Kaldor. 
Quse death duty - Was.'a. periodic. 
levy on P operty ‘falling upon those who 
as logical'to tax the recipients. 






inherit, it 

Accessioit tax was. distinguishable. from 
estate duty because it-was based- on the 
inheritance principley-would tax gifts, and - 


would be! cumulative. The’ inheritance 
| principle accorded ‘more. closely with 


s equity, a 


- 


inequaliti 
There j {was some discussión “as tò 
whether is present system of. exempting. 


f 


gifts inter vivos if made more than seven . 
years -before death offered a, greater’ 
incentive| owards redistribution of wealth ' 
than, woulda gift tax with comparatively 


modest al nual exemptions. «^ 


Profess r C.. D. Harbury Stated. ‘that ` 


his paper, on ‘Inheritance and distribution 


+ 
E 


of. persorial wealth. in’ Britain’ was: based ' 
‘on a lon period of research’: into. >. the 
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"A T he Cas 
ipapers . prepared on various: 


aspects of an accessions tax to be levied 


"Professot i 


of Rignano (who .proposed a . 


would more efficiently reduce. ` 
caused ‘by inherited wealth. ` 
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etiect of cheated eine in. assuring the ; 
affluence of, the. inheritor: A, survey of 
the’, wealthiest, testators’ dying ‘in the . 
_ 19208, and also ‘of those dying in the 


"Institute | for Fiscal Studies, under the. 3956s, indicated. that about: two- -thirds 
| chairmanship 


had fathers who had left at léast £50,000, 
while over one-fifth, had fathers who had 


‘left’ over £500,000, The pattern, had not 2 
changed much oyér'a period. of:30- years, 


despite the inpact of vu death duties. 


4 


Estate duty. yield: 


Professor ` Wheatcroft: noted. that the | 
yield of estate duty was now, actually. . 
less 1n real terms than it had been even a 


. decade ago, although. the tax' rates were. 


hea 


muc 


5 chances `of the: picture. changing 
even if the ‘tax System; were 


radically - -changed,' did not seem too’ 


‘great. He wondered -if it ‘was ‘right to 
try too hard to bréak up wealth accumula- 
tions. With .increasing powers being . 
'takén by government and the evident 
increase in the.power exercised by labour, - 


. a System of checks and. balancés might ` 


even make it desirable that there should 


r remain a few richi men around, tọ'exercise 
whatever diminished powers. still resided : 
: with the owners of capital, 


“ME J. R.. M. Willis oaae 


. problem of how to apply an accessions 
tax to-trusts, the subject of à joint paper. 


between himself, Professor C. T. Sandford ` 
and Mr D: J. Ironside. A lively discussion 


produced suggestions ranging from cóm- - 


plete: abolition `of trusts to. ‘the’ levying 
of an annual .tax ‘upon them, and: the 
imposition’ ‘of: an initial . -withholding 
on the’ capital, say at the rate of 30.or 
40 per cent, the,amount withheld being - 
available-as a credit for , beneficiaries. 


+ 


intéi 25 js dé born chilåren of the 
settlor’s own children. Mr, Arthur 


English mentioned that a' valuation of `` 


assets every three, years’ for a. family 


' company was very onerous; the prospect 


The Hon. John St Aubyn. mentioned : 


that there was .a, place -for ‘discretionary 
trust& other than: for tax reasons, because 
at the. time of setting up a trust for 
Several beneficiaries it was often impossible 
to assess precisely their respective future 
needs. Mr Oliver Stütchbury suggested 
that'trusts woüld:present no-problemis if -.- 
it was stipulated . ‘that there müst be, 
named .beneficiaries ‘upon: ‘whom -the 
. tax liability could be charged; if necessary, 
the assets;and income of a trust could be 
. deemed to belong to the. ‘beneficiaries, 
or to the original settlor, for tax: ‘purposes. 
The trust assets should’ be valued. when 
the trust ‘was set up. Other speakers saw 
no bien to. a trust that Por 


: of an annual valuation, which presumably 
.would be needed for any kind of annual 


tax,. was terrifying. 


‘end of ro, 20 or 30 years. 


Professor. Wheatcroft saw datigers. in.” 


‘deeming the. capital or incomé of a 


"discretionary trust to’ be that of. the | 
‘named beneficiaries; irrespective of what 


they received. Some potential: : bene- 
ficiaries were not.even aware that their 
names had been included, as a settlor 
frequently included all. names he ‘could 
think of as possibly meriting his future 
: beneficence. At one time, settlements had 


sometimes included the names of'the : 


Chairman of the Board of Inland Revenue 


‘or the Prime Minister as possible bene- . 


ficiaries, as a kind of i insurance. against 
future ‘deeming provisions’. 


“Consanguinity relief v 
‘Following . Mr Tufo’s presentation `of 


' his paper, jointly with Professor Bailey, 
- on ' *Administrativé: procedures for an ` 


accessions tax’, Mr J. R. M: Willis 
introduced the subject of ‘Consanguinity 
relief, including the treatment of husband 
and wife’. There was some support for a 
higher tax ‘rate on second generation 
beneficiaries, but ‘it was also: ‘pointed out 


that : grandchildren . might sometimes | 


‘have a stronger claim: for gifts or bequests 


"than children; for example, "where, their 


pu had died or were divorced. j 
. As fegàrds transfers between husband 


e for an Accessions Tax. 


“Interim » Papers Debated by Institute f for Fiscal Studies ; 


Other : proposals ' 
were: that trusts should be taxed at E " 


t 


and wife, there was support for the idea, 
-that these should, if possible, be exempt .. 


_from tax, though it was pointed out that 
there was scope for'avoidance where. the 
‘spouses’ tax positions and ages were 


disparate. Exemption might bécome a 


‘dolly-birds’ charter’ if a young woman 
could: marry ari old man and acquire his. 
wealth. tax-free, either by gift or bequest — 
a ‘situation, “which oo exists in 
Norway. 

The business of the Conformance was 


-sümmed up by Professor C. D. Sandford : 


and ‘Mr J. R. M. Willis who dealtiwith | 
: some of the points. raised earlier in the . 


- debate:, Professor’ Sir’ Alex Cairncross 


then delivered the final address. 
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Hardcastle, F.C.A., 
offers two things: assistance in manage- 
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‘When IS Computerization 


Feasible? 


^ 


iy 


PEAKING at a recent computer 


industry conference Mr A. R. K. 
said that- computing 


ment operations, which consists essen- 
tially of the efficient and. economic 
processing of administrative and control 
procedures; and management control, in 
which some part of the role of manage- 


control of the business is carried out by . 


computing systems. 

As examples of management control 
. Mr Hardcastle gave the computer control 
ofa warehousing operation and fatigue 
testing in the aeronautical engineering 
. field — both a little remote from the normal 
accounting function. However, talking of 
management operations, he said: ‘As an 


called management information. 
the provision of information on a large 


"scale is terrifyingly expensive and it is 


doubtful if any management information 
system by itself can hope-to be economi- 
cally sensible.’ In other words, what Mr 
Hardcastle is saying is that if manage- 
ment information is to be obtained at an 


. economic cost this can only be done where 





: the information is a by-product of a 


computerized accounting procedure. 
. This brings into question all those 


New 8424 Disc Storage Sub- poe Tom 
Spe. Univac. - 


- 


programs designed to present statistical 
information to management in a number 
of different ways without which modern 
management is supposed not to pe able to 
make right decisions. 


Basically, a computer is a aiso 


connected to a. means òf filing informa- 
tion. As such it can only process infor- 
mation which can be quantified. Where 


quantifying the information gives no use- 


ful guide to'making a decision, to do so is 


. simply a waste of the company's money. 


. New Disc Storage ' 


Sub-system 


ANNOUNCING their new intermediate 
capacity direct access 8424 disc storage 


sub-system, Univac claim decreasing cost 
‘per bit of storage and increased perform- 


ance. 

The 8424 is designed for use with 
Univac 9700, 
computer systems, and consists of a 
control unit and from one to four 8424 
disc storage units. Maximum capacity per 


‘sub-system is 640,365,000 characters of: 


on-line information. 

To achieve this the 8424 records twice 
the amount of data on a single 2316 type 
disc pack compared to the Univac 8414 


System. Further, the 8424 disc storage 


unit requires only eight square. feet of 


"floor space. 


. The 8440 disc storage sub-system for 
use with Univac 1100 series computers 
and the 9700 system has been improved 
technically. Improvements include an 
increase in maximum capacity to approxi- 


s mately 160 million 36-bit words per. 
sub-system. 


:Sperry Univac, Univac House, 160 


Euston Road, Léndon NWI. 


, full, 


Pension Payroll Service 
A NEW computer pensions payroll system 


'devéloped by Baric Computer Services 


has all the facilities necessary for the 


‘calculation of ; pension payment and 


provides a clear payslip i in plain English 

with the pensioner’s name and address in 
ready for mailing in window 

envelopes. Ee 

_ An analysis-of incoming pension funds 

is undertaken each time a payroll is 

processed and up.to eight relevant dates 


.and duplication of paper 


1106, 418III and 494 
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for each pensioner can be held on file 
to provide ;statistical information for 
actuaries. Cheques can be printed if 
required. For all but the largest pension 
^ .funds, sales and installation work will be 
handled by a teain from Barclays Bank. 

- Account Services Section, Barclays 
Bank, Juxon House, 94 St Paul's Church-. 
yard, London EC4. 


Punch/Verifier Unit ^  - 
RECENTLY introduced by ITT Creed Ltd, 
the rrr 3410 punch/verifier permits editing 
tape and 
provides facilities for the detection and 
elimination of: operator errors. Input 
rates in excess of 20 characters per second ` 





- 


ITT 3410 Peston ‘Purch Verifier. 


can be achieved. Other: features include 


‘ automatic code-controlled selective copy: 


and skip facility; and automatic,skip of 
null and delete codes in verify mode. . 

ITT Creed Ltd, Hongyu, Brighton 
BN: 8AL, 


Bureau PN Accounting 
System 


CRC BUSINESS SYSTEMS are now offering 
an accounting systems service covering 
sales, purchase and nominal ledgers — 
either individually or as an integrated 
system. Data is .entered directly into 
CRC’s Sigma 9 computers -via 'type- 
writer’ terminals in clients’ own offices. 
This data can be validated and corrected 
immediately; and once clean data has been — 
accepted by the system it is filed for 
processing against the ledger files at night. 

The advantages claimed for this system 
of working are that users are able to keep 
their existing documentation which. does 
not have to be sent away. At the same time 
the ability to. enter corrections immedi- 
ately overcomes one of the major dis- 
advantages of batch systems as well as 
offering the advantages of an on-line 
system at low cost. 

_, The system, which is an in small 
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“There's a place in every 
man's portfolio for the 


investment that's as safe 
as houses” 





You need look no further than the Halifax. | 
Halifax investments give consistently good interest 
whilst having the added advantage of being easily 
realisable. 











HALIFAX 


BUILDING SOCIETY 


Member of The Building Societies Association 


The largest in the World 
Assets exceed £2,700 million 
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RECENTLY PUBLISHED 


MANAGEMENT 


by 
F. A. CALLABY 


F.C.C.A., F.C.M.A., F.G.1.S. 





AGGOUNTING 
IN PRACTICE 





Although many books have been written on PRICE: £3 NET 
Management Accounting, there still remains a need INCLUDING 

fora PRACTICAL work on the subject which will 

nevertheless make the principles of Management PACKING AND POSTAGE 


Accounting quite clear. It is believed that this book £313 (UK) 
should help the student and the Accountant in xn 
both aspects. £3-34 OVERSEAS 


GEE & CO (Publishers) Limited 
| GH 151 Strand, London WC2R 1JJ 


Publishers of The Accountant Telephone 01-836 0832 











Make sure of your own copy 
of THE ACCOUNTANT 


SUBSCRIPTION ORDER FORM 


Please send 7he Accountant each week until further notice, commencing with the issue Students’ Concessional 
Subscription 
(Rat SR Os OOS AT Ey ne EE Sea Ž 
Date Studentship registered : 
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Remittance enclosed £ Datore Vg UE NS onte a e E e OE E A des RR 


Rates: £20 for two years; £10:50 for one year; £5:35 half-year. 
Airmail edition £14-25 for one year; £7:25 halt-year. 
Students' concessional rate £6 per year. ! 
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important that these directives should not 
be framed in such a way as to inhibit 
the future development of accounting 
standards in advance of legal pre- 
scription. 

The development of international trade 
and international companies also required 
an ability and a determination from the 
accounting profession to find ways and 
means of creating world-wide accounting 
standards. 


Academic and accounting 
standards 


Responding to the toast of the guests 
proposed by Mr Eric Crow, F.C.A,, 
M.B.I.M., President of the Sheffield and 
District Society, Professor Edward Stamp, 
M.A., C.A.(CANADA), said that while we in 
Britain ought to welcome the attempts of 


ACCOUNTANT 


the Commission of the EEC to upgrade 
the academic standards of admission to 
the profession, in his view the Com- 
mission does lay too much stress on the 
time spent in university study, and pays 
insufficient attention to the quality of the 
instruction offered. 

On the subject of accounting standards, 
Professor Stamp said, 'we enter an 
arena where I am sure all our EEC 
partners can look to the British experience 
with admiration and respect’. 

‘It would be a tragedy’, he said, ‘if the 
Commission found it necessary to at- 
tempt to enshrine accounting principles 
in the form of directives and legislation. 
The overriding consideration is that 
published accounts should give “a true 
and fair view", and they will not do this 
if the flexibility of the profession is 


hampered by placing it in a legal strait- 
jacket. The principles of accounting can 
no more be embodied in legislative 
requirements than can the principles of 
medical practice. 

“This is not, perhaps, a view which is 
yet as widely held in the corridors of 


Berlaymont as it should be. It must be 
our aim, and that of our other partners, to - 


impress upon the Commission that, in all 
humility, the accounting profession needs 
the Commission's support in giving 
teeth to accounting principles. The 
Commission should help to put the 


backing of the law behind accounting | 
principles, but the responsibility for — 


defining 
principles 
profession, 
be left.’ 


and promulgating . those 
belongs to the accounting 
and that is where it should 








Letters 





Partnership Elections Revocable 


SIR, — You recently reported that the Board of Inland Revenue 
wished to make more widely known the fact that, following a 
partnership change, Inspectors would accept revocation of an 
election for the continuing basis under section 154 (2) of the 
Taxes Act 1970 [The Accountant, February 1st]. 

The practical advantage of this is clear, but I am puzzled by 
the proviso that the notice of revocation must be signed by all 
interested parties. 

This proviso certainly applies to the notice of election, the 
effect being that without unanimous consent the election is not 
valid. To be consistent, the revocation should be valid if it is 
signed by any one of the signatories to the original election. 


Yours faithfully, 


Zndover, Hants. DONALD RICH, r.c.A. 


Preference for English 


SIR, — The rather briefly reported remarks of the Vice-President 
of The Institute of Chartered Accountants in England and 
Wales in your issue of February 15th, have caused me a little 
Worry, as a student sitting examinations. 

Mr Kenneth Sharp described the English language as 'an 
extraordinarily accurate instrument for conveying meaning'. 
Not so long ago one of the favourite examiners' questions 
required the distinction to be made between reserves and 
provisions; then, later, to define the meaning of the word 
‘materiality’; and now, amongst other considerations, to dis- 


tinguish between extraordinary items which fall to be treated in 
one manner and those extraordinary items which are to be 
treated differently. 

Again, Mr Sharp spoke of UK accountancy standards being 
higher than those of our friends on the Continent. I seem to 
recall an article in your journal written in June 1972,! in which 
a number of differences between the two practices in accounting 
were outlined: it would have been difficult to assess the balance 
of advantages, as being predominantly with one experience or 
another. 

As a student I have to satisfy examiners; and I would say 
from experience that the article published was too short in 


content to satisfy the Board and that I hope an elaboration of — 


what was said would gain more marks than the present con- 
tribution would warrant. 
Yours faithfully, 


R. SMITH, 


Ware, Herts. Registered Student. 


[! ‘Uniform Accounting in Europe?', by Alan Geddes, M.sc., C.A. (The 
Accountant, June 22nd, 1972). — EDITOR. ] 


VAT and the Small Practitioner 


Sir, — No doubt practitioners will agree wholeheartedly with 
the comments made and fears expressed by Mr J. C. Holland 
[February 22nd issue]. However, to deal with every form a 
client receives is rather similar to completing a child's home- 
work instead of showing the child how to do it himself. 

Small clients have just had to operate wages, PAYE, etc., 
for themselves. Statistical returns every few years, where the 
accountant probably has the information readily available, are 
a very different matter from weekly or quarterly returns. 

Furthermore, if accountants cover the problems of com- 
pleting forms the authorities will never appreciate the difficulties. 
I would guess that if taxpayers had called in at tax offices for 
help (as presumably they are entitled to do) with their Pr1D 


forms, for example, there would have been a drastic revision 


long since. 
Yours faithfully, 


Name and address supplied. T. EX V 
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New Departure in 
Accountancy Education 


HE week-end of February ọoth-ı1ı1th 

saw the inauguration of a new facility 
for ICA finalists in their search for quali- 
fication. The idea was put forward in May 
1972 during a visit by members of the 
Institute's Education and Training Sub- 
committee to Luton College of Tech- 
nology. The Scottish scheme of resi- 
dential study week-ends was suggested 
as a possible content of ‘linked study’ 
courses. 

The problem was to offer such courses 
at a price within the pockets of articled 
clerks and at the same time give them 
comfort and fa ilities for concentrated 
study away from the distractions of work 
and family. 


Educational centre 


The solution was proffered by the 
Reverend Bill Gowland, Principal of 
Luton Industrial College. The college 
is a well-equipped educational centre, 
comprising 20 individual study-bedrooms, 
lecture theatre, library, reading-room, 
and recreational facilities. 

Ordinarily the college provides a centre 
for conferences on social and industrial 
matters, but the Principal felt that it 
would be fulfilling its functions by 
oflering hospitality to embryo chartered 
accountants on a cost basis. Luton, situ- 
ated on the Mr and the main line 
railway, is readily accessible, and the 
Industrial College which is close to the 
town centre is adjacent to an adequate 
car park. 


Thus were born the new chartered 
accountants’ ‘pep and punch courses’, 
foreshadowed in an article under ‘Round- 
about’ of December 21st. ‘Punch’ courses 
consist of a week-end from 7 p.m. on 
Friday to 6 p.m. on Sunday devoted to 
a single examination subject. The in- 
augural course, Final II tax, comprised 
13 hours of lectures covering VAT, 
income tax, corporation tax and capital 
gains tax by Luton College of Tech- 
nology staff (Mrs Barbara Darby, A.C.A., 
and Messrs T. A. Smith, A.C.A., and 
A. R. S. Turner, A.C.A), as well as 
private study periods and recreational 
breaks. The food and facilities have been 
glowingly described, and the participants 
considered the Z 10 inclusive cost to have 
been money well spent. 

Similar courses will be held from 
May 18th-2oth (company law and tax), 
and June rsth-17th (group accounts and 
costing). Enrolments can be made through 
the Luton College of Technology, H. 
Foulks Lynch, and the Metropolitan 
College as part of their ‘linked study’ 
schemes. Prompt reservation is advised. 


Problem areas 


'Pep' courses, consisting of one-week 
study at Luton College of Technology 
with optional residence at Luton In- 
dustrial College, will be inaugurated in 
the week commencing March i2th-16th 
(tax and company law for Final Part I, 
and tax, accounts, and data processing for 
Final Part II). These are particularly 





Left: A typical private study room at Luton Industrial College. Right: A view of the refectory. 
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suitable for May examination candidates 
with special areas of weakness, or for 
those due to sit for the November exams 
who are finding problems in following 
study courses. 

Luton Industrial College have stated 
that if the student response to the initial 
courses is good, they will endeavour to 
reserve their accommodation for ICA 
students to a greater extent in 1973-74. 


GUILDFORD AREA'S AGM 


THE first annual general meeting of the 
Guildford Area Branch of the South 
Eastern Chartered Accountant Students' 
Society will be held on Thursday, March 
15th, at 6 for 6.30 p.m., at the Hogs 
Back Hotel. 

Light refreshments (free) will precede 
the meeting, and afterwards there will 
be a folk entertainment. 


SHEFFIELD STUDENTS MEET 
THE PRESIDENT 


MEMBERS of the Sheffield and District 
Chartered Accountant Students' Society 
were given the opportunity to meet the 
President of the Institute, Mr D. S. 
Morpeth, T.D., B.COM., F.C.A., in the 
Hallam Suite of the Hallam Tower 
Hotel last Friday afternoon. About 30 
students were present. 

Mr Peter Allott, B.A.(ECON.), F.C.A., 
President of the Society, opened the 
proceedings by welcoming Mr Morpeth. 
Mr Alan Young, F.C.4., Chairman of 
She field CASS, then summarized the 
objectives and activities of the Society for 
the benefit of the President. 

As an appetizer for the following dis- 
cussion, Mr Morpeth talked for about 
ten minutes. He forecast a period of 
change in accountancy and said that it 
was essential for members to match up 
to new developments. He also outlined 
the educational changes which are now 
taking place. 

Mr Morpeth wondered what the ob- 
jects of students’ societies should be 
and disclosed that this was a topic which 
would be discussed by the Institute's 
“Think Tank’. 

A discussion between Mr Morpeth and 
the othcers and members of the Society 
then ensued which included such topics 
as women in accountancy, the future of 
the profession, and also local matters. 

The discussion was brought to a 
premature end because of Mr Morpeth's 
later engagement at the senior Society's 
annual dinner. Mr Young thanked the 
President for giving some of his valuable 
time for the benefit of Sheffield students. 
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LETTER TO ROUNDABOUT 


Examiners Examined 


SIR, — I was interested to read Mr J. M. 
Sully's critical examination of the English 
Institute's Final papers set in November 
1972. With regard to his comments on 
the law papers I think there is a place for 
the simple ‘pure memory’ type question. 
In later practice to be able to recall, almost 
as one does one's five times table, the uses 
to which a share premium account may be 
put is extremely valuable even though 
much of the theory on which it is based 
may have vanished. 

My main comments are directed towards 
the Taxation papers which Mr Sully 
dismisses with a comment about choice. I 
must agree with him that there is a good 
case for choice if it is not too wide and the 
element of choice is limited to matters 
which are not absolutely basic. 

The main criticism I have is of the 
Part I paper which seems to be uncertain 
of its aims and unfair. I think that the 
Part I paper should be primarily concerned 
with the everyday matters of income tax 
and the general principles of estate duty 
(aims which are stated, in fact, for the 
new syllabus), but there was not one 
estate duty computation. The only ques- 
tions touching estate duty were one 
asking for the information required by 
the Estate Duty Office for the valuation of 
unquoted shares and another concerned 
with the tax planning advantages of timber. 
The first is highly technical, not generally 
dealt with in text books nor within the 
experience of most Part I articled clerks. 
The second question should be within 
their competence, but how many Part I 
clerks have the experience to think about 
tax planning with the use of timber? 
But nowhere was there a test to see 
whether they could do an estate duty 
computation, which is what they will have 
spent most of their time studying and 
which it is vital they should know. 

On income tax we had tax planning 
using woodlands for a client with £120,000 
to invest, shared dependent relative relief 
for a relative in Spain, merger of partner- 
ships and a detailed question on income 
from patent royalties. These are not every- 
day principles! Many practitioners faced 
with the problem of a non-resident de- 
pendent relative would look it up as they 
would with a client who came to them with 
a royalty problem. One of these matters 
would be fair or a choice from three of 
them, but four in a Part I paper and 
compulsory are excessive. 

There seem to me to be two alternatives 
in regard to setting this paper: 

(1) To set slightly out-of-the-way ques- 
tions like the above, but to let the 
student take in a Butterworth Tax 
Handbook. He could then be taught 
in his studies to know what sort of 
problems to look out for and to know 
where to find the answer. This is 
what a practitioner does in practice 
and to teach the student in that way 
would be most helpful, but if he 
cannot have a Butterworth, detailed 
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knowledge recall-type questions from 
the byways of income tax should be 
avoided. 

(2) To set questions which test the 
student's grasp of principles. One 
approach which is suggested for this 
purpose is to set questions which 
require the student to advise a client 
on a certain course of action in the 
light of information given to him. 
This type of question may be 
drafted to test the knowledge of 
taxation principles in an interesting 
manner without the need to re- 
gurgitate bare facts. 

The Part II paper as usual was far 
easier and contained a personal tax com- 
putation which should have been in Part I. 
There was virtually no tax planning in 
Part II! 

Yours faithfully, 


R. M. WALTERS, 


Principal Lecturer in Taxation, 
Bristol Polytechnic. 


BIRMINGHAM'S WINTER BALL 


THE picturesque setting of the Chateau 
Impney Hotel, Droitwich, was this year's 
venue for the Birmingham CASS Winter 
Ball held on Friday, February 23rd. 

It had previously been decided that for 
this event an all-out effort would be 
mounted to attract the younger qualified 
accountants as well as the students and 
their friends. To this end they succeeded 
by selling more than half of the available 


tickets to members of the Senior Society. 

As the main attraction of the evening, 
Chris Barber and his Jazz Band appeared 
and to judge by the reception he received, 
his kind of music is still alive and well, 
traversing any generation gap that may 
exist. They, together with the discotheque 
provided by Cherry Red, and the excel- 
lent cold buffet provided by the hotel, 
ensured the evening's unqualified suc- 
cess, and on this basis next year's Winter 
Ball is already a sell-out. 

The organizers, especially Les Dingley 
and John Sheritf, have much to be 
satisfied with; once again, their pro- 
fessionalism had paid oa for the benefit 
of BCASS. 





Michael Fallows, secretary of Birmingham 
CASS, /eft, with Chris Barber and ‘a friend’. 





ICA Syllabus and Specimen Questions 


‘THE examination regulations and syllabus 
for the new examinations to be introduced 
in October 1974 by The Institute of 
Chartered Accountants in England and 
Wales are now available, together with 
a collection of specimen questions. 

These specimen questions are intended 
to clarify the range and depth of study of 
the main topics included in the syllabus 
of the papers concerned, and it is em- 
phasized that the questions set out under 
each examination paper do not constitute 
a specimen paper. Enough questions 
have been included to illustrate the sub- 
ject matter, depth and types of question 
that are envisaged; in some cases this has 
meant that the total weight of the 
questions shown is greater than that 
appropriate to a single full paper. 

‘The specimen questions are not in- 
tended to indicate the exact form of the 
examination papers; they leave open such 
matters as the possibility of choice of 
questions in some papers, the possibility 
of dividing some papers into sections and 
even the number and relative weights of 
questions in a paper — except in so far as 
rather long specimen questions are 


included, to give notice of the possibility 
of these in actual examination papers. 

The individual sections have been 
compiled by a series of ad hoc working 
parties, each consisting of a member of 
the Syllabus sub-committee, the Institute 
moderator or examiner for the paper (in 
some cases both) and one or more 
acknowledged authorities on the subject 
matter co-opted from the teaching world 
in either the private or public sector. 
Drafts of the publications have been 
given wide circulation to members, 
tutors, colleges and training officers over a 
protracted period, starting with a discus- 
sion document in August 1971, skeleton 
outlines of the examinations and syllabi 
in the Policy for Education and Training 
in May 1972 and culminating in an 
edition of the document in its final form 
in December 1:972. (The Accountant, 
August 12th, 1971; May 25th, 1972; and 
December 14th, 1972.) 

The booklet contains a section on the 
new rules of eligibility, the dates for 
future examinations and the regulations 
pertaining to the conduct of examina- 
tions. 
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Value Added Tax 


Mr Faurps asked the Chancellor of the 
Exchequer whether it is his intention that 
a dealer operating the special VAT 
scheme contained in Customs and Excise 
Notice No. 712 [The Accountant, January 
r1th] may include an item in the special 
scheme if the seller or purchaser fails to 
sign the certificate required by the special 
scheme. 

Mr HiGGINS: It is not expected that 


obtaining the certificate will generally . 


present any difficulty, but any case in 
which it proves to be impossible will be 
considered on its merits. 


Mr Fau.ps asked the Chancellor of 


. the Exchequer whether the special VAT 
- Scheme for works of art and antiques con- 


tained in Customs and Excise Notice No. 
712 is optional with regard to eligible 
articles bearing in mind the wording of 
paragraph 8 of that notice. 

Mr Hicerns: The scheme is optional. 

Mr Faur»ps asked the Chancellor of the 
Exchequer what procedure is envisaged 
in the special VAT scheme contained in 
Customs and Excise Notice No. 712 in 
respect of works of art or antiques the 
sale of which is negotiated by the 


.. registered dealer before the objects have 


been acquired by him. 

Mr HiGGINS: No special procedure is 
necessary. 

Hansard, February 26th. Written 
answers, col. 263. 


Sir GILBERT LONGDEN asked the Prime 
Minister if he is satisfied with the co- 


- — Ordination between the "I reasury and the 


Department of Trade and Industry in 
the matters of explaining the operation of 
VAT, especially upon small businesses. 

The SECRETARY OF STATE FOR THE 
Home DEPARTMENT (Mr ROBERT Carr): 
I have been asked to reply. 

Yes, Sir. A Customs and Excise liaison 
officer has been appointed to maintain 
close contact with the small firms division 
of the Department of Trade and Industry, 
as recommended by the Bolton Com- 
mittee on small firms. The departments 
are co-operating in a major effort to reach 
small firms with the facts about the 
operation of VAT. 

Sir GiLBERT LoNGDEN: Does not much 
alarmist criticism alleging the inflationary 
eflects of the new tax invariably conceal 
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the fact that price reductions must result 
from the simultaneous abolition of pur- 
chase tax and SET? Does not my right 
hon. friend agree that much remains to be 
done to explain the operation of VAT, 
especially to people who cannot afford to 
take professional advice? 

Mr Carr: I agree with my hon. friend 
on all those points. Certainly, there is 
alarmist criticism. There must be some 
price reductions resulting from VAT 
replacing purchase tax and SET. There 
is machinery to try to make sure that those 
reductions take place. I agree that, as is 
perhaps inevitable, there is still some lack 
of knowledge and understanding. My 
right hon. friend the Chancellor of the 
Exchequer will be arranging for a major 
public information campaign after his 
Budget next week, and Customs and 
Excise officers will step up their activities 
during the remaining period. 

Hansard, March 1st. Oral answers, 
col. 1695. 


European Economic Community 


Mr CoRDLE asked the Secretary of State 
for Education and Science whether she 
will make a statement on the course of 
negotiations between her Department 
and the various professional bodies con- 
cerning the implementation of article 57 
of the Treaty of Rome. 

Mrs THATCHER: Discussions with the 
particular professions on the mutual 
recognition of qualifications for self- 
employed persons in the European Com- 
munity are matters for those of my 
colleagues concerned in each case. 

No decisions on any of the proposed 
directives has yet been taken and they 
will be taken only after full consultation 
with the UK interests which would be 
affected. 

Hansard, February 22nd. Written an- 
swers, col. 175. 


European Communities: 
Publications 


Mr Rocer White asked the Chancellor 
of the Exchequer, in view of the delay and 
diiiculty for the public in obtaining the 
printed publications and regulations of 
the Commission of the European Com- 
munities, and in view of their importance 
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to trade and industry in the United 
Kingdom, whether he will take further 
steps to ensure that they are readily and 
promptly available through government 
bookshops. 

Mr KreNNETH Baker: I have been 
asked to reply. 

Her Majesty's Stationery Office as the 
United Kingdom sales agent for EEC 
publications places them on sale as soon 
as copies are received from the EEC 
printing office in Luxembourg. Con- 
tinuous efforts are being made to speed up 
the production of Community regulations 
and other publications and their dispatch 
to the United Kingdom. 

Hansard, February 27th. Written 
answers, col. 348. 


Unclaimed Deposits 


Mr ALFRED Morris asked the Chancellor 
of the Exchequer if he will seek powers 
to require banks to publish the amounts of 
their unclaimed deposits; and if he will 
make a statement. 

Mr Norr: No. I understand that the 
total sum involved is small, and I see no 
purpose in requiring the banks to publish 
these figures. 

Hansard, February 
answers, col. 377. 


28th. Written 


Luncheon Vouchers 


Mr IREMONGER asked the Chancellor of 
the Exchequer by what percentage the 
value of luncheon vouchers has fallen 
since they were first exempted from 
assessment in computing the taxpayer's 
total income; and if he will now raise 
the limit of the amount so exempted 
to restore it to the previous value. 

Mr PATRICK JENKIN: Since the present 
concession was announced in 1959 the 
value of a voucher has fallen by 44 per 
cent. I have noted my hon. friend's 
suggestion. 

Hansard, February 22nd. Written an- 
swers, col. 217. 


Married Women: Separate 
Taxation 


Mr Knox asked the Chancellor of the 
Exchequer what proportion of married 
women in employment is now taxed 
separately from their husbands. 

Mr Nott: There are about 24 million 
married women with earned income above 
£595 a year-the effective exemption 
limit for tax. As I said in my reply to a 
question by the hon. Member for Wood 
Green (Mrs Joyce Butler) on February 
22nd, there have been about 3,500 elec- 
tions for separate taxation of a wife’s 
earnings, but elections for the tax year 
1972-73 - ending April sth, 1973 — may 
be made not later than October sth, 1973. 

Hansard, February 28th. Written 
answers, col. 378. 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


Rem, York & Co of Bournemouth 
announce that they have formed a 
partnership with MALCOLM SUTHERLAND 
& Co, also of Bournemouth. Mr CoriN J. 
COLBOURNE, A.C.A., has been taken into 
the partnership from March rst, 1973. 


SILVER, LEVENE & Co, Certified Ac- 
countants, of London NW1, announce 
that Mr Howarp LEVENE, A.C.C.A., has 
been admitted as a partner with effect 


from March rst, 1973. 


ANNAN Impey MorrisH, management 
consultants, announce that Mr NORMAN 
FARRANT, at present a director of 
Mocatta & GoLpsmip LTD, will be re- 
joining them, as an executive partner, on 
April rst next. Mr FARRANT was pre- 
viously a senior consultant on the staff 
of the firm for some years. 


APPOINTMENTS 


Mr David H. Adams, A.c.a., has been 
elected to membership of the Northern 
Stock Exchange and has become an 
associate of Messrs Henry Cooke & Son, 
stockbrokers, of Manchester. 


Mr S. Armstrong, F.c.M.A., financial 
director and secretary of Edgar Allen & 
Co, is to be appointed group managing 
director from May 1st, and from the 
same date Mr J. K. Warburton, A.C.A., 
group accountant, is to be appointed 
secretary. 


Mr P. C. E. Dix, c.a., has joined the 


board of Thomas Linnell & Sons, the 
Northampton-based food distributors. 


Mr A. W. Gadsdon, F.c.a., at present 
group chief accountant of Courtaulds, 
has been appointed group treasurer, and 
Mr C. J. Chalmers, F.c.a., at present 
deputy chief accountant, becomes group 
chief accountant. 


Mr D. S. Grace, A.c.c.4,, has been 
appointed assistant chief accountant of 
the Solicitors’ Law Stationery Society. 


Mr Peter G. Gilloch, r.c.A., has been 
appointed to the new post of area financial 
accountant, London Area, BRS Parcels 
Ltd. He was previously chief accountant 
of Muller Batavier. 


Mr G. Metcalf, F.c.a., has been ap- 
pointed a director of Fenchurch Insur- 
ance Holdings. 


Mr A. Nicholson, A.C.A., group general 
manager, operations, and Mr H. M. 
Inglis, C.A., managing director of Thomas 
Usher & Son, of Edinburgh, have been 
appointed to the main board of Vaux 
Breweries. 


Mr Jack Pryde, a.c.c.a., has been 
appointed corporate finance executive 
with Wm Brandt's Sons & Co. 


Mr C. M. Springer, 4.C.C.A., has been 
appointed accountant of the Central 
Bank of Barbados. 


Mr David Whitehead, 4A.C.C.A., has 
been appointed managing director of 
John Swallow. 


QUALITY CONTROL OF AUDITS 


A new course, ‘Quality Control of Audits’, 
organized by The Institute of Chartered 
Accountants in England and Wales, will 
be held on April 6th and 7th at the 
Selsdon Park Hotel, Croydon, under the 
direction of Mr R. L. Emmitt, F.c.a., of 
Cooper Brothers. The course, which is 
intended for members engaged in audit 
practice, will cover in some depth the 
various techniques available to enable 
principals to assure themselves that the 
firm’s audit and accounting standards 
and procedures are being properly and 
consistently followed throughout the 
practice, 

The course will include a brief re- 
capitulation of the main areas in which 
firm standards should be established, and 
the other prerequisites to a quality 
control system. ‘There will be an exten- 
sive discussion of the procedures to be 
followed before, during and after the 
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audit to ensure that standards have not 
only been maintained, but are also subject 
to continuous review, and if necessary, 
improvement. 

The main lectures will be integrated 
with discussion periods during which 
the participants will be able to contribute 
their own views and raise further 
questions. 

The fee, inclusive of accommodation 
and all meals, is £55. 


EEC ACCOUNTING DISCUSSION 
GROUP 


The inaugural meeting of the EEC 
Accounting Discussion. Group of the 
London District Society of Chartered 
Accountants was held recently when Mr 
E. O. M. Eilledge, a partner in Whinney 
Murray & Co, gave a paper on ‘Account- 
ing Principles and Disclosure Require- 
ments in the EEC’. Mr P. J. Rutteman, a 
partner of Arthur Young McClelland 
Moores & Co, was elected chairman of 
the group, and the secretary is Mr D. J. 
Gibson-Moore of DAFSA, Salisbury 
House, London Wall, London EC2, 
telephone 01-628 0252. The group has 
been formed to consider the accounting, 
auditing, legal and commercial aspects of 
the EEC which are of interest to mem- 
bers of the Institute. 

The next meeting wil be held on 
Thursday, March 22nd, at the ‘Green 
Man’, 7 Bucklersbury, London EC4, at 
6 p.m. when Mr Michael Renshall, 
Technical Director of the Institute, will 
lead a discussion on developments in 
Brussels with particular reference to the 
accounting directives. Additional mem- 
bers will be warmly welcome and anybody 
interested should communicate directly 
with the Secretary. 


FINANCIAL PLANNING 
IN CORPORATE STRATEGY 


Glasgow Seminar 


Corporate planning may be said to be the 
allocation and provision of resources. In 
the financial sector this means the choice 
of specific sources of capital, the pro- 
jection of cash flow needs and the clear 
distinction between the various purposes 
for which finance of all kinds will be 
needed and used and the means by which 
its expenditure will be controlled. 

This involves the integration of finan- 
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cial plans with corporate objectives so 
that the corporate plans are realistic and 
have room for contingency. Special 
attention must be given to the impact of 
changes in the tax structure and to what 
appears now to be a new permanent 
background for the whole financial 
scene, the factor of inflation. 

All these aspects will be considered at 
a seminar to be held by the Society for 
Long-Range Planning on March 28th, at 
the North British Hotel, Glasgow. 

Further information is available from 
the Executive Secretary of the Society, 


.8th Floor, Terminal House, Grosvenor 


Gardens, London SW1W oAR. 


MANCHESTER TRAINING 
FORUM 


The third in the series of ‘How to Train’ 
forums, presented by the English In- 
stitute for the benefit of members and 
others concerned with the training of 
articled clerks and other unqualified 
staff, will be held at the Grand Hotel, 
Manchester, from March 28th to 3oth. 
Previous ventures in this series, in 
London, were well attended, and there 


— are still a few vacancies available in 


Dum ro 


E A 


Manchester. Inquiries and applications 
to attend should be addressed to the 
Under-Secretary, Articled Clerks Com- 
mittee, at Chartered Accountants Hall, 
London EC2 as soon as possible. The 
fee of £6 per day is exclusive of luncheon. 


ANNOTATED TAX CASES 


| Part 1 of Volume 51 of the Annotated 


Tax Cases, edited by Mr Peter Rees, 
Q.C., assisted by Mr John Gardiner, 
Barrister, to be published next week, con- 
tains reports, with notes on the judgments, 
of the following cases: 

CIR v. Helical Bar Ltd (HL); Pearlberg 
v. Varty (HL); Clark's Trustees v. CIR 
(CS); Low's Executors v. CIR (CS); Lord 
Advocate v. Babcock & Wilcox (Opera- 
tions) Ltd (HL); MacPherson v. Hall 
(Ch.D); McMann v. Shaw (Ch.D); As- 
sociated British Maltsters Ltd v. CIR 
(Ch.D); Moore v. Griffiths, Hurst v. 
Griffiths (Ch.D); Associated Newspapers 
Group Ltd v. Fleming (HL). 

The annual subscription to the Anno- 
tated Tax Cases is £5 post free, and the 
publishers are Gee & Co (Publishers) 
Ltd, 151 Strand, London WC2R 1JJ. 


FOR C.A. 
EXAM 
PASSES 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Disciplinary Committee — Hearings on 23rd January 1973 


1. Henry Cooklin, F.c.A., of 21 New Walk, 

Leicester LE2 6TE having been found 

guilty of an act or default discreditable 

to a member 
in that he on 6th April 1971 signed a 
Report under the Accountants’ Reports 
Rules 1967 in respect of a Solicitor to 
the effect that the Solicitor had 
during the period 8th October 1969 
to 7th October 1970 complied with the 
Solicitors’ Accounts Rules 1967 save 
for trivial breaches whereas as he 
knew or ought to have known the 
Solicitor had not complied with Rule 3 
of the said Rules having failed to pay 
clients’ money into a client account and 
had not complied with Rule 7 of the 
said Rules having drawn money from 
135 clients’ accounts exceeding the 
total of money held for the time being 
on account of such clients 

was REPRIMANDED. 


2. A member having been found guilty 
of acts or defaults discreditable to a 
member 
(a) in that he when as sole executor of 
the estate of a person deceased he 
was asked by solicitors acting for 
beneficiaries in the estate in a letter 
dated 6th September 1971 to pro- 
vide certain information, namely the 
Estate Duty Office Reference 
Number, to the solicitors, without 
good cause failed to reply to the 
letter until 21st December 1971 

(b) in that he when as sole executor of 
the estate of a person deceased he 
was asked by solicitors acting for 
beneficiaries in the estate in a letter 
dated 6th Setember 1971 being a 
letter other than that referred to in 
head (a) of this complaint to provide 
certain information relative to the 
administration of the estate, without 
good cause failed within a reason- 
able time so to do or to give any 
reason for not so doing 

(c) in that he when as sole executor of 

the estate of a person deceased he 
was asked by solicitors acting for 
beneficiaries in the estate in a letter 
dated 30th December 1971 to 
supply them with an Estate Account 


leaving open the final figure for 
Estate Duty, without good cause 
failed within a reasonable time to 
provide such Account 
(d) in that he when sole executor of the 
estate of a person deceased failed 
without good cause between August 
1969 and November 1972 to con- 
duct the administration of the said 
estate with due expedition 
(e) in that he without good cause failed 
within a reasonable time to reply to 
a letter addressed to him on 18th 
October 1972 by the Institute 
was REPRIMANDED but the Committee 
considered that there existed special 
circumstances justifying the omission of 
his name from the publication of the 
Finding and Decision. 


3. Alan Thomas How, r.c.A., of Mitre 
House, 177 Regent Street, London 
WIR 8EH having been found guilty of in 
act or default discreditable to a member 

in that he when as liquidator of a 

Company (in liquidation) it was his 

duty under Section 249 (1) of the 

Companies Act 1948 and Rule 175 (1) 

of the Companies (Winding-up) Rules 

1949, to forward to the Department of 

Trade and Industry accounts of his 

receipts and payments as liquidator at 

six monthly intervals from roth April 

1967 without good cause failed to 

forward such accounts for the periods 

ending gth April 1971, gth October 

1971 and gth April 1972 within a 

reasonable time of their becoming due, 

namely until 29th August 1972 
was REPRIMANDED. 


4. Lee Vincent Smith an articled clerk 
having been found guilty by a court of a 
criminal offence 

(a) in that he on two occasions between 

24th March 1972 and 28th April 1972 
unlawfully supplied cannabis resin 
to a person or persons unknown 

(6) in that he without good cause failed 

within a reasonable time to reply to 
a letter addressed to him by the 
Institute on 6th October 1972 
was declared UNFIT to become a member 
of the Institute. 
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(That's the sort of task your clients may be taking on 
if they are running their businesses without factoring.) 


You consider that an exaggeration ? Then you're prob- 


ably thinking of factoring as it used to be. Before the Nation- 


al Westminster Bank established Credit Factoring Limited — 
and brought a new professionalism to the industry. 

So open your mind, if you please, and contemplate the 
variety of invaluable services that Credit Factoring can pro- 
vide for many of your clients... 

e Clockwork-regular payment of all invoices at agreed 
maturity dates — or, if they wantit, immediate payment on 
delivery or shipment. 

e Blue-chip advice on their customers' creditworthiness — 
backed by 10096 guarantee against bad debts. 

e Administration of their sales ledgers with an alacrity and 
precision attainable only with specialised computer tech- 
niques. (This alone will often save them more money than 
Credit Factoring's modest charges cost them.) 

@ Coping with all the VAT problems that arise on their 
selling operations. 

e ^ wonderful smoothing of the way in their Common 
Market and other export transactions. * They maintain a 


single sterling account with Credit Factoring. Currency diffi- 


culties, customs duties, language problems, local collec- 


tions — all the vágaries of foreign trade are handled for them, 


while they receive regular payments right here at home. 
Even that imposing list doesn't cover all the possible 
advantages of factoring. For, very often, factoring produces 


an improved cash flow and immediate liquidity that enables 
businesses to expand without going outside for capital. 
Obviously this can be of crucial importance to rapidly ex- 
panding concerns that want to make the most of present 
opportunities. 

Lastly, an odd, intangible, but quite significant spin-off 
from your clients using Credit Factoring is that their custo- 
mers are pleasantly impressed. They appreciate the smooth 
efficiency brought to their dealings with your clients, and, 
like most businessmen, they are increasingly aware that 
using a factor speaks well for a firm's reputation and aware- 
ness of modern trends. 

If you think that some of your clients might benefit, find 
out more about Credit Factoring. Contact Chris Blower, 
Smith House, Elmwood Avenue, Feltham, Middlesex 
(telephone 01-890 1390) or your nearest NatWest branch 
manager. You could find that it's a knockout. 

*Our subsidiary Credit Factoring International Ltd. has 
offices in Benelux, Canada, Denmark, Finland, France, Italy, 
Republic of Ireland, Sweden, Switzerland; U.S.A. and West 
Germany. Also local agents in all other principal world 
markets. 


« Credit Factoring Limited 


A member of the National Westminster Bank Group 
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t statement of sd accounting ms 
concerned with accounting for the results -of 


this was granted i in respect of losses for i income tax 
purposesiin. 1953. ii i 

However, grouping of profits lapsed | on the Suse duco" 
of corpor tion tax. .New measures for losses were. intro- . 
.' duced in|1967 through the medium of group relief, using - 

'. almost the same criteria of group relationship as had been 
laid down o years earlier. The mechanism of the relief has: 
been freer than that of the subvention system it replaced; 
although ' estricted to - concurrent losses and income. . 
Nevertheless, the scope for. contrived arrangements re- 
ceived publicity i in connection with British Railways! and ` 
the gro of such schemes was referred to by the Chancel- 

; lor of the Exchequer i in his Budget statement last week. 
Indeed, hi declared that theré was reason to fear a possible | 
aus of tax of the.order of £100 million a year. , . ; 
that the forthcoming Finance Bill will contain D 
Neon rovisions to. remedy this situation with effect: 
from. Marc 6th; meanwhile‘an Inland Revenue statement’ 
€ the ne changes to. be TM ppan on, other., 
pages in ) M 
Existin pios require: an arithmetical, exercise io. 
establish ' i ership’ without regard to the practical degree. | 
of contro] linking the parent. with a, pérháps distant: 
subsidiary, 


consortium, of up’ to. five companies is in question, thé.. 








| sidiary arelto be woven together in such a way as to require’ 
^. positive-assertion of all the tests of unn In. ue case" 
‘of each participant. . | | 
..In addition to the appropiiate proportion i m share l 
* “Be on.the "i -Lines', The Accountant, October 28th, 1971. S^ AE. ab 
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nA Internal Audit: A Service to Management, 


In future, where: a 75 per cent: parent Or: a . 355 ! 
370, l Certified Accountants’ Exam Results . 
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"capital it vili also be necessary to TONE that the.. 
rights to take up profits and to derive a share of the assets ` 
in a winding-up are both present. Hitherto some arrange-' 
ments, have exploited the flexibility of share structure | 
under the: ‘Companies Acts to provide participants with a 
measured share in ‘losses’ —‘usually the product of the new . 
E levels of relief for substantial capital investment. X 
will be recalled that the distinct recording of a deduction E 


or loss is preserved only for individuals and it is a matter 
for regret that statistics are no longer available for .com- 
panies to show the pattern of relief for capital outlay. 
The ‘distinction might have significance in relation to 
North Sea oil trading where the Chancellor is seeking to. 
deny. relief. for trading losses outside the North Sea areà `; 
and for the effect of artificial prices on the computation of |. ' 
profits. In the Budget debate, the Member for Birkenhead.  . 
E Dell), asked. whether tax would accrue to the Exche-. (7 





ON OTHER PAGES. — : p 


338: Ihsurance.Companles Bill: Another Look "| 
339 . English Institute's Majorca Conference > es 


343 Corporation Tax: Groups of. Companies - — 
Inland Revenue Statement 


344 ~~ Post-qualifying Education, . E NM NE Sus 
1 ` E, Kenneth. Wright, M.A., F.C.A. p7 , 


KG. Corfield, F.I.Mech.E., FBIM: 


.. 849. “When Is a Rertnership ? G. R. Bretton, MA. LLB, 


: - Barrister . 
‘351 ^A Scheme of Tests for Fellowship — -— 07 0 4 Qe 
erre ICA: Discussion Paper ` : 
855. ~ Benefits. ofP&O Ratlonalization : 





.| This le My Ufe- | (18342 | Letters. ©. . . ^7; 384. 
Cumentkaw;". ;.  ' 354, |. ICA Council Notes —.... 365 
‘Finance and'Commerce ‘365 | : Student Roundabout ` 366. - 
<- Bulls and Bears. ` ` > 361 .| Notes and Notices 368 . 


- . ^ 7 T 
" 
` 
* 
SM 4 
due Y : 4 
eo ou Mr fA 
pot - 
i Sy te ELI - ý 
* red r 
` r Z z 


w X 
s 

* A 
E 


be Si 
i 
1 
ae 
. 


SE QA I o8 rm 
+ 
. 


: - 
338 TAS 
i e d E: 


. AN A i THE 


quer from this source even after 1980, ies regard to 
capital allowances which it had been suggested benefited 


^ the foreign companies more than the British operators — the 


latter standing to gain more from the prospective overseas 


loss relief. 


Where a company makes distributions out of profits 
which have borne foreign tax at rates which substantially 


diminish the UK charge to tax, the advance corporation 


tax is virtually irrecoverable. Such a parent company has a 
strong incentive to surrender that ACT to any subsidiaries 


"with UK income. Hitherto this has not been practicable 
- because only the ‘surplus’ emerging after a computation 
^. which ignores double taxation relief would have been 


relevant but the new. proposals allow surrender to take place 
in full. 


. The parent company would probably have its: prospective | 


corporation tax liability at 50 per cent extinguished by 


reference to foreign taxes, so that the otherwise futile 


THE Insurance . Companies Bill (The Accountant, 
February 1st and March xst) completed its Committee 
stage in the House of Lords in two sittings occupying about 
seven hours. Dispatch was nevertheless matched by 
thoroughness. The Government was obliged to agree to 
feconsider several of the principal provisions of the Bill 
before the Report stage. It seems likely that the Bill, as sent 


: to the Commons, will be-a very different and much better 


measure. 
In particular, the department, despite its desire to rely 


` on evidence against controllers and managers which. it: 


would be unable to disclose, may have to concede the 


. demand from all sides of their lordships’ House that the 


evidence should be produced and an appeal should lie to a 
High Court judge sitting, if necessary, in chambers. 
— "The Secretary of State would be able to exercise any of 


. his special: powers of intervention, not only because he 


-considers a controller or manager not a fit and proper 


^ person, but also because he deems it expedient to do so for : 


the protection of policy-holders and potential policy- 


holders, or because the company has failed to satisfy a 


statutory obligation, or has supplied misleading or in- 
accurate information when seeking authorization, or has not, 


., in his opinion, made adequate re-insurance arrangements. 
. He can also exercise it i because of the change in the 


controllers. i 
The powers involve restrictions on new busines and on 


investments, as well as inspection by agents of the depart- 


ment. The Government has promised to consider the suit- 


~ ability of each power in relation to the type of situation 


which may give rise to its exercise, and to re-examine some 


. of the powers themselves, including those to require 


statements- of transactions; to appdint inspectors who, the 
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relief for ACT can be put to ood use in other sectors 
of the'group — in this context a relationship involving just 
over half real ownership. The extension to six years of the © 
administrative time limit is consonant with the reasonable 
requirements of a situation in which delays can be expected 
to arise in evaluating foreign tax claims. — 

A useful balance has been struck between retrospective 
legislation and unwarranted sacrifice of revenue. À period 
of grace is to be allowed’ in which those who have ar- 


ranged their affairs within the framework of the law as it 


was, are to be permitted to re-arrange them — if they can — 
so as to satisfy the new tests. This period concerns only 
group relief for which the period of claim remains at two 
years. For corporation tax in its new guise, the proposals 
modify a system which does not commence to operate until 
next month. However, we hope that the Inland Revenue 
will indicate whether they are prepared to accept revocation 
of a | surrender within the time limit allowed for making it. 


Insurance Companies Bill: Another Look 


Government contemplates, would look into the operations 
of companies about which the department has no appre- 
hension whatever; to avoid such inspection conveying a 
stigma in cases where it was apprehensive; and to control 
the investment of funds, even if these are not required to 
provide security for policy-holders. l 

There seems to be some confusion in the minds of the ` 
Government as to the limits it: wishes to set to the trans- 
action of general insurance business simultaneously with: 
long-term (principally life assurance) business. It has 
disclaimed any prejudice against composite companies as - 
such. It seems even less worried about the use of sub- 
sidiaries despite what happened in the case of Vehicle and 
General. It is, however, apprehensive — and with some . 
justification — about so-called ‘conglomerates’ which offer 
a range of financial services of which insurance is only one. ` 


, In relation to these, however, the department appears to 


have no power to stop an insurance company extending into 
the business of, say, banking. | 
'The department has recently reorganized its Insurance 

and Companies Division. Whereas at the time of the 
Vehicle and General affair a solitary and luckless Under- 
Secretary had overall responsibility, the division is now in 
the charge of a Deputy Secretary with three Under- 
Secretaries, one of whom is exclusively concerned with 
insurance companies. The tribunal which inquired into 
the Vehicle and General affair found that the proportion of 
the work of the department which is referred to ministers 
is well under i per.cent. Ministers were accordingly 
exonerated from responsibility in that affair, as were in fact: 
the senior civil servants in the department. | 

"The Parliamentary Under-Secretary of State, on the 
other hand, told the House of Lords that.ministers made a 
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doctrine of ministerial responsibility is reduced. It is now 


. about 20jyears since this doctrine last led to the resignation 
of high office. | ~- 
mistake, R is in the Covenant gui. 


The real 
responsibility in areas where its intervention cannot be 


effective without the proliferation of büreaucratic controls. ` 
The any as the Government has admitted, is in: 
; the information available. to the public’ about ` 
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looking into the. -cases concerned | with the Attics 
and propriety of particular individuals being controllers 
bers of insurance companies. However these two. 
statements are to be reconciled, the willingness of govern:. 
ments tolextend the area over which they seek to exercise 
. power appears to increase as the regard. which is paid í to the 


‘special parliamentary select committee. 
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Jat too High à a price which the public is. dasi called 
"upon tò pay. ` 


If ministers are not to: be jon oie for what goes wrong, 
it is worth considering whether the oversight of insurance - 
companies should be taken out of the hands of an executive 
department and confined to a permanent officer „of high 


standing who-would be responsible. for submitting: annually UC 


a report to Parliament and be open to examination’ by a 
‘ Overseas -xperience of statutory. commissioners ‘ieee 
that two precautions would be necessary if such a. , course 


were to be taken. The first is that the appointment should 
have a sufficient status to attract to it'a person who would 


“command widespread confidence, both among insurance 


companies and’ publicly. The second would be to define 
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Conference | 







OME [oo sinet The Insti- 
tute bf Chartered Accountants in 
England|iand Wales, many accom- 
panied by their wives, assembled ‘for 


this week's conference — the first, it 


is hoped, of a new style of annual 
event -in Majorca (The Accountant, 


. June 22nd and December 7th, 1972). 


The conférence was also honoured by. 


the presence of distinguished represen- - 


tátives from the accountancy profes- 
da, France, Mexico, Spain 
etherlands. 


ing the opening speech of 






B.COM., T.C.A., Mr 


DE Rüthards, F.C.A., 2 member of 


the Institute's Coundl. delivered: the 


first paper on "The changing scene of 


company law’. This, at.the present 
time, is particularly wide field, and 
Mr Richards dealt competently with 





dien K company legislation. and. 
some ‘outstanding recommendations 
of the Jenkins Report; disclosure obli- 


gations under the Industrial Relations 
Act; UK Stock Exchange listing re- 

ts; and the EEC draft direc- 
tives. Th discussion groups certainly 


' found n9 lack of material. for dissec- 
tion and, comment. 


Uae distinguished speakers who 


-— 


. rule of. a 


*- 


Sih Institute’ s Majorca 


subsequently addressed the conference 
were Mr E. K.. Wright, M.A., F.C.A., 

Deputy President of the Institute, on 
‘Post-qualifying education’ ; 
Hon. Denis Healey, P.C., M.B.E., M.P., 


‘shadow’ Chancellor of the Exchequer, z 


whose contribution, ‘Tax policy: a 
Labour view’, lacked nothing in topi- 
cality; Mr B. ^J. Gibbens, F.C.A., a 
member’ of the Institute's Courses 
Cómmittee, on ‘Recent events in cóm- 


.puting’; Mr J. M. Goldsmith, chair- 


man, Cavenham Foods Ltd, who gave 
his views on ‘Relations between the 
company and the accountant’; and 
Sir Ronald Leach, C.B.E, F.C.A., a 
Past-President: of the Institute and 
chairman of the Accounting Standards 


-Steering Committee. 


Recalling the background against 


which the ASSC was set up in 1969, 
Sir Ronald outlined its choice of pro- 


gramme. and the progress. of several 


outstanding topics. He also discussed 


the sanctions available to the Com- 


_ mittee, the respective responsibilities 


of the practising “and the industrial 


“yhember, and the importance for the 


profession of maintaining the, credi- 
bility of the ASSC's work. rs 
Mr K.-J. Sharp, T.D., M 


Vice-President : of "the Institute, alter- 


the Rt 


. the area of his responsibilities carefully so as to Buen. the. 


nated with the President as chairman 


of the conference sessions. A signifi- 


cant factor in thé choice of Majorca ` 


as the venue for this, the first confer- 


. ence which the Institute has held 


overseas, is understood to have been 
the availability at this time of year of 
conference facilities at a price which — 
even, taking into account-the air fare Z^ 
compared favourably: with anythin 
offered in the UK. 
By courtesy of the Deputy Président, 

we are able to reproduce the substance 
of his paper on other pages of this 






issue. A full report of the conference: 


proceedings will be published in. da 
Accountant. next week. 


The Profession ud 
‘the Price Code 


Tq Green Paper on pay and prices 


was a considerable improvement . 


on the first White Paper. and this is - 


due, in no small part, to. the répre- 


sentations made. by accountants, de- 


clared Mr A. W. Howitt, M.A., F.C.A., 
F.C.M.A., President of The Institute of 


Cost and Management Accountants, in 


a speech last. Friday at the ‘annual 
dinner of the Hampshire Bránch of 
the. ICMA at Southampton. 

Mr Howitt believed that, with very 
few exceptions, all accountants would 
support the Government's efforts to 
halt inflation.: ‘If it is a fair policy 


,you cannot expect. either the CBI. or 


the TUC to like it, or ‘most, of us as 


individuals. The. feat that. neither the 
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-TUC nor+the:CBI -is:wholly happy - 
|. about the Green Paper proposals and 


that many of us.are worried about our 


. next salary rise, are good indications 


that the suggested code is not far off 


S being fair.’ 


The problems, of the code, Mr 
Hove went on, were largely those of 
, costing, including overhead allocation 
and management information. The 
Government was being very sensible 
about it; and was doing its best-not to 


 .'set up a large bureaucratic organiza- 


- tion, or to lay down in great detail 
what records should be kept and sub- 
.mitted to the Price Commission. 

For example, it made clear that 
, ‘generally accepted accounting prin- 
` ciples consistently applied’ will be 
accepted, and paragraph 148 of the 


. ' Green Paper stated: “The precise form 


of these reports will bé a matter for 
consultation but they will be simple 
and the aim will be, wherever possible, 


. * to.avoid asking companies to produce 


data which they do not need for their 
" own purposes.’ 


.” Qn the other hand, said the ICMA, 
: . ‘President, the Commission had to be 
— "given sufficiently clear instructions as 
=` ito what it is supposed to be arriving 


at, so that it can take fair and consistent 


. . décisions which will stand up to the ” 
`, ; glare of the publicity to which it will 
be exposed. . 


It was this conflict between trying to 
jedice bureaucracy while laying down 
rules that were clear and intelligible — 

^. not just to the Commission but also 
^to industry - which was being dis- 
.^ cussed between the DTI, the Treasury 

and, among others, a number of ICMA 
'" members. 


. Tax Deposit Accounts 
"s aus Deposit Accounts. ((TDAs) are 

| being introduced next month to 
enable companies to anticipate pay- 
ment of corporation tax. Deposits will 
be received from April 2nd at Inland 
. Revenue tax collection offices through- 

"out the UK. The minimum deposit 
^ will be £5,000, with no upper limit. 

TDAs will be available for pay- 
ment of mainstream corporation tax 


` ` only; they may not be used for ad- 


. vance corporation tax or income tax. 
Deposits will be applied in payment 


' of tax in the order in which they have 


been received, and will not be transfer- 
. able except. that special: procedures 
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will apply for companies which -are 
members of a group. 


Interest will accrue on a daily basis . 


from the day on which a deposit is 
received until the day on which cor- 
poration tax in payment of which it 


is to be tendered is deemed to fall 
due. The rate, calculated quarterly . 


in arrear, will be 24 percentage points 
above the unweighted average of the 
average annual, rate of discount 


(rounded to two: decimal places) for 
9r-day Bills at the weekly tender for . 


Treasury Bills for the quarter in 
question. The ‘Treasury reserve the 
right to vary the rate of bonus from 
24. per cent on giving due notice, but 
every effort will be made to keep it 


. unchanged for as long as possible. 


Withdrawals for cash will be per- 
mitted at any time. Interest will be 
paid at the average of Treasury Bill 
rate (as described above) but without 
bonus;: deposits may be withdrawn 


for cash in any order. The scheme will - 
run indefinitely, but the Treasury. 


reserve the right to bring it to an end 


at any time on giving due notice. 


Need to Protect the 
Profession in the EEC 


RADITIONALLY, the British 
public had been served by pro- 
fessions whose efficiency has been 
developed in an atmosphere of free- 


_dom, and with a minimum of Govern- 


mental control. The Council of the 
Institute intends to do its utmost to 


‘help to preserve that system, which it 
. believes is essential in the public 


interest.' 

This statement appears in the 
annual report of the Council of The 
Institute of Chartered Accountants of 
Scotland to be presented to the annual 
general meeting of members of the 
Institute on March 3oth. 

The report goes on to say that issues 
of great importance to investors and 
to the whole British financial com- 
munity are raised by the draft 
Directives on which the Commission 


of the EEC has been working. For 


example, as regards company law, 


there is a question as to the extent to | 
- which the ‘true and fair 


concept 
should be allowed to prevail over that 
of complying with detailed prescrip- 
tions of law of items to be included in 
balance sheets and profit and loss 


accounts. 
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‘On the question of practice rights, 
says the report, the accountancy 
profession, like British universities 
and other British- professions, has 
many causes for concern. Draft 
Directives under consideration deal 
with the extent of the recognition to 
be given not only to the. professional 
qualifications of migrants. from one 
EEC country to another, but also to 
those of professional men wishing to 
practise in their own countries. 

‘Much Institute effort has been 
applied towards bringing these im- 
portant issues to the attention of the 
relevant Ministers and departments 
and encouraging them to ensure that 
the interests of the professions in 
general, and of the accountancy pro- 
fession in particular, are adequately 
protected.’ 

The report will receive further 
treatment in The Accountant next 
week, 


Scottish CAs’ Courses © 
of National Interest 


O courses of Dda: na- 
tional interest are to be mounted 
during May by the Post-Qualifying 
Education Department of The Insti- 
tute of Chartered Accountants of Scot- 
land. The courses, ‘Management and 
the EEC’, and ‘Sources of Finance’, to 


" be presented through closed-circuit 


television involve the making of 12 
videotape films lasting a total of eight 
hours (four hours for each subject). 
‘Management and the EEC’, which 
follows last year’s course on ‘Account- 
ants and the EEC’, is aimed at middle 
and senior management levels and 
will concentrate on the problem areas 
of UK membership of the. EEC, 


including: sources of information; 


marketing; duty and charge; co-deter- 
mination and worker participation; 
social benefits; capital and produc- 
tivity; training ‘and company law. 
‘Sources of Finance’ is aimed at 
businesses expanding or considering 
expansion, and includes: internal fin- 
ance; national and local government 
finance (development area grants, etc.) 
bank finance; specialized organizations 


(ICFC, TDC, etc.); taxation and es- 


tate duty implications; ‘and public 
issue. This course is to have nine 


presentations throughout Scotland and 


in London, and the other course eight 


presentations. 
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THEY CONTINUED 


Your fire insurance won't protect you against the If your business is without this essential protection, 
cost of temporary premises to keep production it could be gravely at risk. Ask your insurance 
going, the cost of extra.overtime, the cost of sub- broker about GRE Business Interruption insurance. 
contracting, ot against reduction in gross profit. Or get our new explanatory booklet from your local 
GRE Business Interruption insurance will. GRE Office. It could be urgent! 


It protects management salaries, production wages, 
overheads, shareholders’ interests and the earning 


capacity of your business. It is so flexible that it can You get a good deal from 
be tailored to your exact needs, and it is backed by G t 


Royal Exchange 
Assurance Group 


Head Office: Royal Exchange London EC3P 3DN. 


expert advisory service. 
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Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 
Valuers of Industrial Properties 
Plant and Machinery 

Fire Loss Assessors. 


AUB ENOS Square, London wir oAH Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 


Hereford: 14 Broad Street, Hereford Tel. 0432 3087 


KING’S INVESTIGATION BUREAU To discover 


LIMITED the advantages 


Criminal and Commercial Investigations tnat ME 


Cases of Conspiracy and Fraud. Internal Thefts Investment 
and Extensive Pilfering. Corruption and Leakages 

of Commercial Information. Surveillance and ATTC T t 

Undercover assignments. Character and ante- rus 


cedents of individuals and bona fides of business 


- 
concerns. Financial Investigations and enquiries Companies 


into matters arising from Bankruptcy and Com- 
pany Liquidation proceedings. Specialist Security 
Services including Security Surveys covering can offer, 


Computer Operations and confidential Data 
Control Procedures. Counter Industrial Espionage send for the free booklet 


assignments. for investment advisers. 


CHANCERY HOUSE 
53/64 CHANCERY LANE 





Please send me a free booklet on "Investing in 


— 


LONDON WC2A 1QU Investment Trust Companies”: | 
Telephone 01—405 0343 Name T | 
| 


This Bureau does not undertake enquiries 
in connection with matrimonial matters or A SE e i PLC Ta D DRM E 
Postto: The Association of Investment Trust Companies 


industrial disputes. 


| 
| 
| Address 
| 
| 


7 Angel Court, Throgmorton Street, London EC2R 7HS | 
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President's Dinner 


HE President, Mr Douglas S. Morpeth, T.D., B.Com., F.C.A., and 

members of the Council of The Institute of Chartered Accountants 
in England and Wales gave a dinner at Chartered Accountants’ Hall, 
London, on Wednesday of last week. Among the distinguished guests 
present were Mr Frank Abbott, the Rt Hon. The Chairman of the Greater 
London Council ; Mr Michael Heseltine, M.P., Minister for Aerospace 
and Shipping: the Rt Hon. Lord Shawcross, P.C., Q.C., Chairman of 
the Panel on Take-overs and Mergers; Sir Arnold France, G.C.B., 
Chairman of the Board of Inland Revenue; Mr W. O. Campbell 
Adamson, Director General of the Confederation of British Industry, 
together with many representatives of accountancy bodies in Europe. 


Right. Left to right: The Rt Hon. Lord Shawcross, P.C., Q.C., Mr 
Frank Abbott, and Mr Douglas S. Morpeth, T.D., B.Com., F.C.A. 

Below, left. Mr C. H. Nicholson, F.C.A., President of The Institute 
of Chartered Accountants in Ireland, centre, with Mr Roger F. Hussey, 
B.E., Director of the lrish Institute, /eft, and Mr E. H. V. McDougall, 


Secretary of the Scottish Institute. 


Right. Left to right: Mr V. R. Chennell, F.C.C.A., Mr A. W. Nelson, 
F.C.C.A., President of The Association of Certified Accountants, 
Mr J. D. Cormie, M.A., F.C.A., and Mr F. Cameron Osbourn, M.B.E., 


B.A., LL.B.. Secretary of the Association. 


7 COTES. 
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View from the Bank 


HILE the latest issue (March) 
of the Bank of England's Quar- 
terly Bulletin does not add greatly 
to one's knowledge concerning the 
state of the economy, it serves to 
underline the basic facts of the situa- 
tion and to remind the reader of what 
is still needed if the UK economy is 
to achieve growth without inflation. 
The Bulletin considers that the initial 
stages of the pay standstill were effec- 
tive, but the sharp rise in world 
commodity prices, together with the 
effects of the de facto devaluation of 
the £ sterling, led to a rise in the 
price index which was marked by 
some exceptionally rapid increases in 
food prices. 
The Bulletin takes the view, al- 
ready expressed by the Chancellor in 





his Budget address, that output is 
growing strongly. Fixed investment 
by industry has probably started to 
recover after a sharp fall in the third 
quarter of 1972; and there was a 
substantial rise in imports of capital 
goods in the second half of that year. 
Hopes for a recovery of industrial 
investment are underlined by the re- 
sults of the inquiries into investment 
intentions. 

In the absence of any limitation on 
profit margins on exports, the Bulletin 
expresses the hope that exporting 
should become more attractive. Also, it 
is hoped that prices of British. goods 
should rise at a slower pace and thus 
help the export drive. Corresponding- 
ly, there should be some reduction in 
the demand for imported products as 
the check to wage and salary increases 
becomes more effective. 





Trading Stamps in 
Europe 


URNOVER of trading stamp firms 

in the UK has risen dramatically 
since 1963, to a present level of some 
Í7o million, through 50,000 outlets. 
The effect of trading stamps on retail 
shop prices has proved difficult to 
establish in isolation, though evidence 
from both British and American 
sources suggests that it is minimal. 

The Role of Trading Stamps in 
Retail Competition, published origin- 
ally in 1964, is now published in its 
second edition by the Institute of 
Economic Affairs, price 6op. In the 
light of Britain's accession to the 
EEC, the author, Christina Fulop 
(a senior lecturer in marketing at the 
City of London Polytechnic) compares 
UK and Continental legislation. on 


=p NE Pee ee Ti 2 Ti — F'ELQUUO DO VV n 
A TUTO HTISCMGI E z 
. f d 4 


Iy% SS o TEI Wc 
AETR | 
(T d -p 


342 


— ‘fair trading’, and points out that the 


deployment of such devices as trading 


. stamps on the UK model is pro- 


hibited in the original six EEC 
member countries (apart from Italy, 
where they need prior sanction of the 
local legislature). 

Among specific criticisms of EEC 
fair trading legislation, Mrs Fulop 
contends that it has been framed al- 


. most entirely in the interests of 


business and in particular of the small 


shopkeeper, who is an important 
` political force in most EEC countries; 
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that the approach is rigidly legalistic, 
and therefore cumbersome, slow and 
arbitrary; and that in the longer run 
‘the laws are detrimental to good 
marketing practice and beneficial only 
to the lawyers’. 


Working Together on 

Prices and Pay 

p is regrettable that the publicity in 
the media surrounding the incomes 

policy is largely devoted to the reac- 

tions of militant minorities rather than 
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to discussion of its significance and 
implications. ‘This omission was filled 
in some measure by a conference on 
the prices and incomes policy in 
London last week, organized by the 
Working ‘Together Campaign, and 
it is sad that the many thoughtful 
points made at the conference have 
fallen upon relatively few ears. 

After Mr Dudley Smith, Parlia- 
mentary Under-Secretary for the De- 
partment of Employment, had re- 
viewed the successive efforts since 
1948 to control cost-push inflation, 





THIS IS MY LIFE 


Burying the Evidence 


by An Industrious Accountant 


HE senior auditor brought his hefty young nephew 
along to join our Saturday morning coffee group, and 
sought to make hay while the sun shone, so to speak, by 


x asking for our advice. HYN, he said gloomily, had a prob- 


lem and its solving would test our expertise to its limits. 
Shoot, we told him. 

'The nephew expounded briskly. A year ago he'd luckily 
been appointed construction accountant to this huge new 
chemical project which was revolutionizing the nearby 
landscape. There were towers and tanks and generating 
units, conveyor belts and overhead railways. It was costing 
millions. 

'The expenditure was all capitalized, of course, with 
overheads of site grading and scaffolding and administra- 
tion costs carefully pro-rata'd over the various units. 
Masses of invoices and payments and retentions and 


= accruals were computerized and processed in service 


bureaux; his accounts staff were waist-deep in punched 
tape.... 

Easy now, whoa there, we said. We had the picture, we 
were duly impressed, but that was routine stuff nowadays. 
What was the worry? 

He outlined it methodically. There were six figures of 
spare parts, maintenance stores and repair materials in the 


engineering section's warehouse, and the coded receipts 


were listed meticulously on stock cards. But he'd recently 
discovered the construction engineer was stacking tens of 


- thousands of quids' worth of extra items in the warehouse — 


all items originally stated to be normal plant. 

'The junior auditor said to capitalize 'em in fixed assets, 
or show 'em as spares in current assets. Either was 
acceptable. 

The nephew explained excitedly that he couldn't possibly 
identify all that junk against original invoices. The new 


stock cards were full of paragraphs recording half-inches or 
tons of copper, but it was the devil's own job to find where 
they came from. The engineer was unhelpful; he'd hand- 
picked 'em, he said. Anyhow, when he himself had finally 
traced back some items, he found they'd been taken in at a 
mere fraction of the original cost. Our ears pricked up. 

The engineer had claimed the stuff was over-bought and 
over-priced originally ; he wouldn't overload his stores with 
it unless at a discount. ‘The general manager — a hard-bitten 
veteran of similar projects from Canada to Rhodesia — 
accepted this as customary procedure. When the nephew 
pressed the case, he was told curtly to stop mucking about 
with figures and let the men get on with their jobs. 

‘Cheap spare parts, cheap repair costs, a nice year-end 
bonus', I said. 'Inflated fixed assets costs, inflated wear- 
and-tear allowances, reduced tax liability’, nodded the 
junior partner. "True and fair', we murmured, thinking of 
those SSAPs. The engineer was joining a project in Brazil 
shortly, said the senior auditor meaningfully. 

After some further talk, we advised the nephew to chat 
quietly with the auditors on their next visit. He smiled 
wryly. The manager had asked him to look for another job, 
he said — owing to staff reorganization prior to operational 
work. 
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Mr Det d dibus netic boli 


of other’ countries and. expressed par- 
ticular interest ih the success of the 
pragmatic . Austrian experiment; He - 
was at pains also to stress that there . 
was no such thing as a- perfect in- 
- comies policy; the choice lay between a 
- compromise. solution, with all its im- 
S perfections, and the chaos which would. . 
ensue in the absence of such a policy. - 


Chairman of.the Pay. Board, : 
upon the varied experience ` 


“ACCOUNTANT: 


tos fate rS 


` 
Last 
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“that the best omen for: an: incomes 
policy was the:state of affairs: without: 
one, Professor A. R. Ilersic, of Eondon- 
‘University, emphasized. the two parts - 


. of thé current policy. In the short run, - 


the need. was to check inflation; in the 
longer run‘a new system of pay deter- 
mination .to replace. the out-moded 
practices of collective: bargaining was ~ 


- needed in which. the consumer and 


public were represented. . |- 
From, the, Director-desigríate. of: 
' the CBI's Industrial Relations Office, 
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mand for. the formulation - of. long- 
term anti-inflationary policies to 
replace the short-term direct action on 
prices and pay which were only tack- : 


"ling the symptoms. of. the’ present ` 


situation. Mr Leif Mills, General Sec- 
retary of-the National Union of “Bank 
Employees; -condemned the anarchic 
-system of collective bargaining, as 
well as.'the out-moded attitude and 
reactions of some -tradé unionists 


. to E E and goverment, 


Supporting. Mr Robinson's view ' 
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A Auiiber of igenem groups of omneis and i in particular those with large overseas - 
interests, have been urging the Chancellor of the Exchequer to make. more flexible the. l 
-pro visions-urider which companies may surrender advance corporation tax to their `. 
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subsidiaries. The problem, as Mr Barber said in presenting his Budget, was that the 


`of action to counter certaín artificial manipulations of the group relief provisions 


| | PE B Government could not contemplate any . relaxation in the treatment of groups in the absence 
|| x Ar EUN 


| d involving: in effect the sale of capital and other allowances at a discount. 


. The following statement, released by the Inland Revenue after the Budget statement, 
‘Summarizes the main outlines of the Government's proposals, relating to (1) the surrender 
of advance "corporation fax and (ii) abuse. of group relief. [t has, of course, no statutory 


force and is published sdlely Tof information in advance of the substantive provisions in: 
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] T is proposed that a company: should be ible to surrender 

to'its 51, per cent subsidiaries any amount of advance corpora- 
tion tax (ACT) paid (and not repaid) i in respect of dividends. 
Surrendet would no.longer, as in'section 92-of the Finance 
Act 1972, be restricted to the surplus ACT (that is, surrender 
would no! longer be restricted, to.the amount by which ACT” 
paid for a year exceeds the maximum which can be set against 


the company's corporation tax” liability ar. that year under : 


section 85 (2) of the Finance Act 1972). . ba 


It is pr posed ‘that the subsidiaries. receiving arada 
ACT for a 








1972) set that ACT against their own corporation’ 
for that year, and would carry forward any surplus? 
iquent.year. As a corollary, it is proposed that no: 
urrendered ACT should be capable of being carried > 


y year would (as under the existing provisions of the . 


the Finance Bill. 
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Group and consortium SroileE- e 
‘It is proposed that group relief under PERA 2 58 and. following : 


^ hj 


, Sections of the Taxes Act.1970 will be available only where the 


parent company is entitled, not only (as now) to 75 per cent of - 
the ordinary share capital in the subsidiary, but also to 75 per 
‘cent of the profits and 75 per cent of the assets on a winding-up. u 

` [tis proposed that a member's share in a consortium company 
for the purposes ‘of section, 258 (8) (b)-shall be whichever is 
- the less of its owriership of (a) ordinary share capital, (b) profits, 
or (c) assets on-a winding-up in the consortium company. 

: In:defining profits and assets-for this purpose, it is proposed 
to take all rons and assets after deducting what might broadly ` 
be described as prior charges. in the form of dividends-or in- 
. terest or*repáyment of capital on: fixed rate preference shares 
or loans issued on: normial commercial terms. 


back and s against the corporation tax of a previous accounting ^ .'The.purposé of thesé new provisions is to, look ata genuine 
„period und r section 85 (3) of the Finance Act 1972. (The Fin®. ~-rather than a contrived relationship. "T hey are designed to stop 
ance Act 1972 provides that in no event may ACT' be set against :, the abuse whereby, for example, one company has 75 per cent 
corporation tax on income before April 1st, 1973; the new pró- of the ordinary share capital; of.a loss-making company but a- 
vision will thus in. the main’ aee m tax posse. third, unrelated, company is entitled to the lion's share of the 
fr om J anuáry 1975.) | . profits and so forthe , 

It is proposed . that the. time limit for RI a claim to. It is proposed to prohibit. the T of loss ist to ora 
surrender ACT should be extended - from two Years to six _ subsidiary: in. circumstances’ such that, while its relationship 
years. : | 3S jo quum ELS to its parent company a the _tests set out above, the 
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-` company, bécause that company has or can acquire voting con- 
trol; or there àre'arrangements.in hand to transfer the aoe 
"from: the ownership of theMirst company to the second.’ 

- Tis provision will have'effect only where.the. arrangements 
` ‘provide that the subsidiary company both leaves the first group 
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~ relationship in respect of which: a claim. is: madé' for group- 


"relief and comes into a group relationship with another company. 
It does not touch the normal. -company ‘reconstruction: in’ the 
-‘coursé .of which:new companies may join the group and other 
‚> companies (which do not.claim group | relief i in ‘respect. of the- . 


- subsidiary) may leave it. 


A similar’ bar is proposed on’ the aade of group. relief 


o by a loss-making. consortium: company from the moment when 


"arrangements arè entered: into’ by which the consortium com- . 


"pany could become the 75 per cent: ‘subsidiary, of any company; ° 


cor could come under the 75.per cent.voting control of any 
“company, or could come under the control.of any company. 


that does not own at least jn per cent’ of its oed share. 


capital. 


“It. is proposed that here: sliould be analogous ` provisions to 


: govern the surrender of ACT under section 92 of the Finance”. 
. Act 1972 with the adaptations nécessáry to take account of the ' 


is per cent; not t7 5 per cent, em Bue i the section. 
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` Reconstructions i in connection wit teasing’ ie 


r 


Provisión. will also be made for the specific and narrow case of a 
; leasing contract giving rise to capital allowances and. an. 8880- 


; ' ciated arrangement: to hive-off that part of the trade to a suc 
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ps _conipribes: a: body : of knowledge and of art which i is held’ as a. 


- cessor company under, circumstances that do not give rise to a. 


balancing. ee (a. reconstruction without change DE owner-. “stances of the pd on or: after Padget Day. 
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^ BV E. KENNÉTH WRIGHT; M ‘A..F. CA. 
; Deputy. President, The: Institute of Chartered Accountants in England: and Wales 
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was our, PR ancestors were pale fom the Garden 
f Eden, Adam is reputed to ‘Haye said to Eve, "My dear, 


"we are entering. into a period of transition. Wè have been i in'a. 
sional nian ought to, keep his skills brightly polished - the world -. 


"period of-tfansition ever since; but I doubt whether our own 
 aécóüntancy profession has-at any time been exposed to more 
-violent change than at the present. New. accounting standards, 
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_ the: taming of the: computer, harmonization with European 


. fiscal’ and company ‘legislation, reform of the taxation. system, 
_ developments in management services, and now, on the horizon 
, anew look to.corporate reporting to embrace social consequences 
‘as well as financial results. With all this, I have no need to 
“piad: the relevance of post- aes education in 1973- 
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. Need for Simili. education . P bea d Am 
ui believe that one of the characteristics of a profession i is hae it 


“a The Substance of a paper. delivered at this Week? 8 Majorca: ‘conference 


-of thé Institute. < 
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ET In: this case, it i$ ym de the losses . Bod. the.” 


contract can only go: forward.’ gunt" the Profits from: that a 


contract. ^ A. 

Provision will: be sade for the’ case. Mere a company: Or , 
some connected person, gives or receives.some payment or’ 
other benefit, the effect of which is- wholly or, partly, to offset 
its ostensible share in.the profits or. losses of a-partnership. 

Its proposed that the: new arrangements governing the sur- ` 
render, of ACT within groups ‘should také effect from the Begin- 
-ning of the new corporation tax, and that the new arrangements 
for group relief should. take effect generally from Budget Day, 
March 6th. | 

However, it is pro voed, ‘that there should be. a, cand of 
_ grace’, in respect of the new arrangements ‘for group. felief, in 
so far as these apply tò groups or consortia already. in existence 
on Budget Day. In effect, it is proposed that existing entitle- ' 
ments to group relief will not be interrupted if by the end of the. 
financial year 1973 (i. e. before. April 1st, 1974) the companies 
‘holding. ordinary ‘share ‘capital in-a continuing subsidiary or, 
‘consortium company “have taken whatever action is necessary ` 
to‘ bring their other interests into ‘line with their holdings of 
ordinary share. capital - with the result that before April -1st, 


1974, they meet the new conditions. for group relief. If these , i 


. conditions are met'before.that date, the group or' consortium * 
will be treated as if it had-met all: the new conditions for group. - 


m relief as from Budget Day. 


-It is-dlso proposed that the new "Jepislation should not affect 
existing arrangements for the utilization of first year allowances, 


. Where those allowances derive from contracts for the purchase 


.of plant and machinery entered. into before Badges Day and: 
‘there is no material change in the-arrángements or the. circum- 
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common possession "that should, by united effort, be ed nde. 


and adapted to meet changing standards and needs. Lo id 
I believe that, in a fast-developing’;technicdl- era, a profes- .. 


does not owe a living to'e professional mah who bas allowedihis 
expertise to become obsolete. I believe that anyone who thinks | 
that, Once qualified, there is no need. for any continuing’ edu- ' 
cation is suffering from a dangerous delusion. 


-`I believe, finally, that it is the responsibility of our Institute to. 


act as the trustee of what. I have called the body of knowledge . 
and of art, and to provide the framework which will enable and. ' 


encourage its members to continue’ their. education after obtain- . 
‘ing-their first qualification. ^ .. 2 : 
Forgive me if I use my own experience as a case-study; I. 


suspect that it is not untypical. When I qualified I was interested `- 


in taxation work and had some ambition to “study the subject in ' 
“more depth. A friend from the tax Bar gave,me a list of cases to . 


read and I went through most of them, but/it was:a desultory. ` 
exercise. I needed’ something more to formalize my effort; a 


d 


course of: study, etuna; recommended deine matter, dis- 
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How can I use my 
| money to give 

: practical help to 
old, needy people? - 


dis put by, Mrs Ross to Mr Barnes, 
her:accountant. v 


Mr B.'Well you have a small interest from your ` 


deposit account which could give regular help 
to rehousing old people. 


| Mrs R. But it's only £30 or £40 a year! Would | 


that do much? © 


Mr B. Tt would with Help the Aged. They t use 
their money in the most practical possible way. 
Just £2 can keep a hungry old person alive for a 
month in many of the desperately underfed 
areas of.the world. In India it can pay for.a 
cataract’ operation to restore the independence 


_and sight of some old person. And at home it. 


can be multiplied 25 times over (with official 
' Joans) to rehouse old needy people. 


Mrs R. I know there are poor old people over-. _ 
seas, but do we really have so many Rees 


people at home? 


Mr B. There are over 300,000 poorly housed 


helpléss aged in Britain, many living in squalid, 
damp rooms, with no hope of help. Their only 


hopeis that more and more people like YOURE 


will care, and give money. 


Mrs. R. Yes, I have heard about Help the Aged 
building flatlets for these old people, where 
they, have independence, but can be cared for. 
A friend of mine gave £150 and had one‘of their 
flats: amed in memory of her dear mother. 


Mr B And £250 will name a double flat. If you 
could) afford £7,500 it would be possible for 
| Help. ' the Aged to build a whole new block for 
old people, using official housing. loans. A 
marvellous way to help and’ perpetuate the 
memory of someone you love. 


If your clients would like to help distressed, 


hells old people, and show that some. good- 


ness i$ at work in the world, please remember 


, 


report! will be gladly sent on request. 


elp the Aged- 


Room TA1, 8 Denman Street ` 
London WIA 2AP 


the value of covenants and legacies. An annual » 
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1967 £500 million * 1972 over £1,100 million 


"Nationwide i is twice | 


| the building society it was 


. Totalassets have doubledinthe last 5 years 


@ Nationwide assets Beaches a record £ 1,100 million 
in 1972. 

, € Overa million people now manage their: money 
with Nationwide. Investment receipts were a record 
£437 million in 1972. i 

e. Nationwide helped more people to buy t their own 

homes in 1972 than in any previous year. Mortgage ` 
‘lending was £288 million: 53% more than in 1971. 

@ Asurvey showed that 60% of Nationwide 
mortgages went to people buying their first home and | 
that over 70% of borrowers were aged 35 or under. l 

e Nationwide was the first large building society to " 
guarantee: 

7% (basic income tax paid) for 4 years regular 

saving with Bonus 7, 

6% (basic income tax paid) for 2 years lump sum _ 

investment in Capital Bonds. 

Send the coupon for details of these schemes and 
a copy ofthe 1972 vid "Report and Accounts. 


To: Nationwide Buildi Society, Head Office: 
New Oxford House, High Holborn, London WCI1V 6PW. 


Please send me details of Nationwide plans for saving and l l 1 
investinent, and a copy of the 1972 Directors Report and Accounts. 





. Nationwide 


Bullding Society 


: 's third largest buil society with funds hn 
exceeding fis 100,000, wg Authorised for-Investment by Trustees. 
Building Socicties Association. . 
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which would prove my ability, and possibly even 8ome certificate 
Or: diploma to celebrate what I had done.. None of these were 


available from the Institute in:1937 and, in consequence; I, 


"went along picking up knowledge i in a rather. untidy and hap-. 
' hazard sort of way. 

Throughout my professional career, therefore, I ve been 
directly aware of the need for the provision of some academic 
 discipline| and guideline to lead those who are so inclined to 
continue) eir professional studies. ' vss 


Compre ensive courses programme : pe, ate! 
Today the Institute’s Courses Committee: organize more than. 
6o courses a year. A very large number of them are new courses, 
tailor-made to current needs. In 1972 they ‘covered 33 different 
subjects and comprised more than 1§0 individual papers. It 
takes alo ot of effort to organize an educational exercise on this 
‘scale if. high standards are to be achieved and maintained, and 
I 5I meetings of the organizing committees and working parties 
were, necessary. Five and a half thousand members attended, 


and the | judget of the Courses Committee, which is designed 
balancing, totalled £174,000. In addition, individual . 






cleties provided an exténsiveé range of short courses: 


are now onsidering, were it not fof the fact that, over the years, 
there has developed a.climate of opinion favourable to continiü- 
Ing educátion. Perhaps even more important, there has come 
together | a group of people numbering several hündreds who 
have between them acquired ari understanding of the methods 
of providing some of the courses that will be needed, the areas 
that need! to be developed, and the expertise to provide for the 
papers, lectures, and notes that will be needed. On the other side 


‘I think i itis fair to say that a very large nuinber of our members 


are riow,mindful of the necessity of continuing their education. 
It is uspally possibile in life to find that things actually happen 
the time is right, and I believe that the: time is now npe 
er massive advance, | , 
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Fellowship t tests EE E oma 
I shall be surprised if many people- nid arith’ the. iei 


proposition that-the Institute. has a duty to encourage: members . 


' to continue their professional education after qualifying. The 

diffcultie emerge first when the simplicity of the grand design. 

. has to b converted into a detailed blueprint; and later when- 

members| have tobe persuaded to make full use of the facilities : 
that. havi been provided. 


: An-ou line of the próposals:e cntitied A Scheme pr Tests jr l 
p" has been circulated as a discussion paper [and is . 
on other pages of this issue]. We hope that it will'be - 





Fellows 
PE 
widely debated. and that constructive suggestions will be made 
for i impr ving the scheme. It seems to me that this practice of 


involving the whole membership through discussion papers 
before & | 


form is 
leaders 

requires, 

. make kir comments. 


. First] there is the chis of ub You will have noticed 
that. eve candidate must attempt a general paper. A few 






luable, and provides the best method. of combining 


dedicated specialists may complain that this insistence:on a wide 


‘horizon i 
working at the'narrower subjects:of their choice; but I güspecs 
most peop le will a 
d we oceasionaliy odk out of the window. and relate our work to 
: the con nféxt of the world around us. ni 

Ta ou will note aoe for the. remaining three’ papers there’ 
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leetings, perhaps some examination or test as a’ Lue 


- . compared wi 
, subjective exercise, so to. arrange ‘the test that a candidate who 


not have been possible to introduce the proposals we. 


‘in each stream could not quali "| 
We are clear that there must be practical experience; it would | 


y important changes are put forward in definitive | 


| with; consensus which ‘present-day ‘democracy’, 
But, tó be, successful, members must ; repona and ` 


ee that we are most of us bettér accouritàntt . 
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is to. be available a vide Vadis of perimitations dud p 
tions between the three subject areas, and also in the degree of 


: specialization. within those areas. The. principle behind the 


proposals is that.the individual members should be able to 


choose, from the huge spectrum of possible choices, thosé which 
are the. most relevant to m needs, pu and interests. 


"Parity of achievement "Ls re l : 
2. difficulty which will arise as the ahane progresses ig dew to 


achieve som peu between passing the test in one subject as 
another: It will be. very difficult indeed, and a 


passes in one subject will-be regarded as having achieved the 


- same intellectual attainment as another candidate who passes in 
another subject. For myself; I am not greatly worried. It.seems: 


to me far more important that people should devote their time 
and their efforts to-the pursuit of further knowledge without 


: being too much;concerned whether the eventual qualification . 


enjoys parity of esteem as between one subject and another... 
The next problem that faced the PQE Committee which 


"formulated these proposals was how difficult the test should be; 
.- or, in other words, how high a standard of knowledge should be 
required. Here ig a real area’ for debate. If the standard ig too ` 

'Jow, the achievement will not count for very much; if-too high, 
only a, dedicated minórity will attempt to. qualify. If we. were 


confronted with a public opinion pollster, most of us would 
claim to be élitist in our outlook — ‘nothing but the bést is good 


.enough'. But, in the privacy of our own minds, we would 


probably baulk at the eng and time involved i in achieving the 


“superlative: ' 


It is the objective of the proposals to encourage as. many 
members as’ possible to subject themselves to the disciplines-of 
post-graduate work and it ‘has, therefore, been suggested that. 
the level-attained should be pitched so that a member of average 


. ability might fairly expéct to. attain it if he devoted about 600 
worth-while hours of his time, spread over two or three years, i 9 
| the. ja of. the TU of his choice: - | 


i 
; ; 


Practical experience 


In the’ discussion ` document,” we say. that members .will be 


. required to demonstrate. three years’ practical experience of the. 
) Specialist subjects taken in their theoretical tests. We eniphasize ` 


“that we do not necessarily mean three years in each subject; if, 
we did, it might mean that a candidate who opted for one subject -- 
for nine years. 


be wrong if sorneone could shut himself away for four months or 


‘so-and emerge a Fellow. We are open-minded about the exact 
‘manner in which practical experience should be demonstrated, 


and would welcome suggestions and débate. - 

. It will be said that to give members who-have successfully 
completed their PQE tests the additional recognition of fellow- 
ship will:be to devalue our basic qualification as chartered 


” accountants; it may be argued that continuing education should | 
. be undertaken: for itself alone and for:the additional ability the . 
: mémbers will obtain. There willbe those ~ and I have sympathy 


with thém — who believe that ‘gong hunting’ is not a particularly. . 


satisfactory occupation... - 
unnecessary, and tbat they would be better employed. 


' Theré is substance in these objections. Certainly: the first . 
degree: qualification, which entitles a member to call. himself a 
chartered accountant, must remain the cornerstone of our 


. professional: designation.:It must itself be, and be seen to be, a 


qualification 'of high standing which, demonstrates that the 


Holder has a sound ka olele of | fundemental techniques and 
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 prineiples of OUI usd "work: > Having’ said this, it will 
"gurely be admitted that the learning and experiénce that cari be. - 


> On. the comment 


, specific subject. But we also have to consider human nature and 


‘the need for incentives and carrots, and it-seemed to us, that 
fellowship provided a very convenient accreditation. Fellowship, 
as it stands, mearis nothing beyond the completion of a certain 

number of years as an A.C.A., and is not of itself à Very meritor- 


. » Jous distinction. , 
- The problerns of. providing reasonable tition will be foimid. . 
, ‘ble. The written material — syllabuses, course programmes, - 
_ reading lists, case-studies and so forth will. not be too difficult, 
but the oral work — ‘courses, lectures, seminars ~.will be more of E 
‘a problem. 'T'he wide ‘choice. of. subjects will mean that com-. 
: paratively few people will be interested in the same trio, and to " 
. «get the right lecturer to the right candidate in the right place will. 


cbe a test of organizing ability. It will also be an expensive matter. 

As the discussion paper says, the post-qualifying education: 
satrangements will require close co-operation between the public 
and private sectors of education and the Institute's own Courses 


' Committee. That Committee is already considering how best‘it . 


„can make its contribution — it has very considerable experience, 


‘and many of its existing courses and working pu can be. 


- 


QU Map to PQE necon, $ 


"Transitional problems. LN 


Á 


"The transitional -problems are. a nuisance, ad lead 1 ‘us to, 
'synipathize with the Irishman who, when asked the way to Cork, . 


"replied: “If I was going to Cork, I would not start from here.' 
,But.we have-to start from ‘where we are. It is politically in- 
^conceivable that. existing fellows shouldbe unfrocked so, for 
very many-years to come, we shall have both the sitting tenants 
- who have obtained their fellowship in the existing manner, and 


, those who - qualify for fellowship under the new proposals —. 
== b though no doubt we can differentiate between them by the use of 


„appropriate. symbols in the List of Members. ' 
"We should not-be over optimistic; there are many m 
- Jt is hoped that the scheme will attract. the inember who. has 
"recently qualified, but such a-member may fairly feel, that after, 
‘ years of examinations — II- -plus, ‘O’ level, ‘A’ level, university" 
sand A.C.A., he has-achieved-his goal and deserves a rest. He — or 


! she will be. likely. to be more concerned’ with turning. their. 


"existing knowledge to practical ise in whatever sphere.they are 


, engaged. than in adding to their. qualifications. Additional time - 


spent on office work may, in the short-term, bring better chances 


>` of promotion ‘and improved ‘remuneration ‘than would; the 


burning of further midnight oil. Travel, -changed. domestic 
environment, courtship .and ' marriage will all undermine the 
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beei support and. exicoitragement, I conclude is paper, pus 
therefore, by saying why I think that’ these’ PQE prone are 


First, there is the viewpoint of the individual. Consciously or- 
unconsciously, we all specialize to a reater or lesser, degree after 
ifa form of specialization. Íf `. 

"we are to make progress we must, go on learning. Mostly, and I. 
am sure I am right about this, we.do it iñ a spasmodic and ." . 
haphazard way; I doubt whether much. greater-effort.will be’. 


we qualify. General’ practice is itse 


requiredf we do it methodically as.part of the PQE programme. 


Such'a programme would provide members with the oppor: . 


tunity to improve their skills; by so doing’ they will improve: 


their usefulness, their personal rewards, their career prospects 


and their job. satisfaction. There will: still be. sleepers and ; 


thrusters, but the sleepers will have less excuse! .' . 


Next there are the ‘interests of the practising firms.. Some of 
the larger firms already have advanced in-house training schemes -- 
. and may be tempted to regard themselves as having 1 no-need for 


_- crammed into three or four years cannot be regarded as the end - E to meet réal needs, 
„of the road. We should not be ashamed to. be seen to be en- ` " i 
^ couraging the higher. standards: that can only come with addi- . N A - 
= tional education and experiénce.- Conclusions s RT 


any Institute arrangements, But if thé PQE programme cán ber" 


made relevant and ‘of high standard, I hope that this view will 
change. Internal own-firm training is very expensive with a high 


cost per head. Even in the largest firms they have difficulty -in- 


covering the whole field. There is the wasteful duplication of 'the 
effort required in preparing ' lectures, training manuals, . etc. 


Good. speakers and discussion leaders are in, short, supply. = 


"There can be in-breeding which can lead to stagnation or com- 
placency, and ‘more cross-fertilization of ideas’ would. be an 
advan 


- 


Į; ba e that for ‘these’ réasons the lager. firms will support 


PQE and my hopes àre encouraged by the experience of recent ` 


years when they have been generous in sharing their éxpettise 


by - publishing material, Proving. lecturers. and members of l 
technical committees., ` f 


There‘ is-little need to argue that the PQE ROMS will 


provide. the medium. and smaller practising firms with an in- , 
valüable opportunity for professional development. In the first `> 
; place, they will be provided with the chance to train on a foot- 


ing of near-equality with the giants, whose sophisticated training. 


can at present only be glimpsed with'envy over the.garden wall. 
. And secondly they will be able to develop their practices, in new 


areas and specialisms which have hitherto been outside: their 


reach because they could not provide training for partners and . 


staff. to do the work., Many firms already use the existing 
Institute courses for this purpose and the opportunities. would” 


‘be greatly enlarged by the: PQE development. . 


For chartered accountants in industry. and ‘their,’ employets,. 
the proposals will meet needs very similar to those of practising 


firms. In particular, the chartered accountant working with a ' 


smaller company,-either alone or.with a very few colleagues, zn 
find that the Institute scheme meets a'very real-need. 
I have no, doubt that the teaching orgánizations.: -= "de uni- 


, versities, „polytechnics and private tutors —. will welcome the. ' 


D 


` appeal of further study. ^". - - 
- These are solid objections; but if we were oy to liten to 
, obj ections we would rarely attempt anything ambitious.: I prefer 
, tọ be`hopeful, and-to-believe that the long-term value of system- 


extension of education which is. proposed. Their help will be ' 
needed in: translating the plan into a- reality. "Ties between the. 
Institute and the teachers are growing steadily closer, moré 


r 


a cate.in Management Information and Part I of the 
' Diploma in Management Accounting, Services ánd' existing. 
: Institute: courses are (steadily gaining in popularity and 


„atic continuing education will be recognized both by-candidates 
-and by their employers, just as the examination for the Certifi- 


; fnomentum.. 


^: However good. any new: ‘project may be.i in- theory, it will have . 
little chance of success unless large numbers. of those concerned . 
oe that it is in their own’ ‘self-interest to give it whole- l 
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important and more cordial: The PQE plans will accelerate this ee 


welcome collaboration. ' 

And, finally, I think there can Y be no doubt that ilie du ced 
are.in the. best interests of the Institute itself. The steady. ` 
improvement of standards of knowledge and: performance of its 
members must be of vital concern to the governing body of any 
professional organization, At present continuing education after 


the first: qualification i is a gap in our arrangements. If we do not ' 
fill that gap ourselves, there are plenty ef other organizations : 
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E measures we use as denon of business ‘well-being’ ` 
are more numerous than we normally care to accept. Profits 
“are an excellent guide — the present-day value of future profits 


related to the present-day value of future i investments ‘might: be d- 


refinemen 

Future profits wil in turn deed on a large Sumber of 
factors, all of which must be enumerated despite the obvious 
difficulty: of evaluating intangibles’ such as employee relations . 
and other conditions broadly militáting for or agent the 
company’s success. 

Yet there are outstanding examples of sepie who have T 
ability to sum up a company's prospects with relatively: little 
apparent thental effort and on the basis of what appears to be: 


very limited information. We describe the process as intuitive ' 


judgemerit. We are both awed by and suspicious of it. We want : 
to believe i the epson of the Jogical ae Pt 


Intuitive|judgement mE hot E , 


Nothing that I now say is intended io detract from the pursuit oi 
the logical process, the scientific marshalling and examination 
of facts'and the careful mathematical interpolation or extra- 
polation of trends. These are the tools of planning of which I * 
am a strong exponent, and they are in the best tradition of the 
sciences which have brought the world to heights of tech- 
nological. achievement undreamt of by-our forebears. 

The an lysis of what I have called intuitive judgement is, 
however, very rewarding. Unlike some metaphysical phenomena 
its mysteries yield rapidly to searching inquest. 

It has f r its basis an.unüsually high acuity of observation. 
The fact-gathering process is thereby speeded up and the time- 





scale in which ‘significant information is obtained is comi: 


pressed. T'he process is inténsified by the simultaneous. or 

parallel observation of a number of separate events in place of. 

the traditional sequential observations... - . : 
By such means a tremendous speeding up of the process: of ` 


collecting data is achieved. This-in turn. stimulates the pro- ’ 


cessing techniques and the end result is obtained while the ; 
event is sti fresh in the mind: this gives it added relevance and. 
helps to assure that what has been learned is quickly applied. 

' "The int rnal audit should be seen by management as an 
example ofi this technique. The internal audit is the meahs by: 
which the) measuring senses of management are extended’ 
beyond the constraints imposed upon the range of observation 
possible to a human being.  - 

. Internal audit is an, Di pasie means for the sid TM 
simultaneous observation of multiple events and transient 








A luncheon , address delivered last week: to members of. the pondo: 
Chapter of the Institute of Inteinal Auditors. 
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“Internal Audit. 


A | Service to Management 


by K. G. CORFIELD, F.I.Mech.E., BAM, 


” 


The. purpose of. any function i ina bisnes: organization must be to promote the well-being 
of the business, and in some measure contribute to its survival. Here the managing director 
of Standard Teena and Cables. Ltd discusses.the part internal audit can play in 
i contributing to the EON of management. | 
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situations ciel properly assembled can’ give a reliable uide to 
the well-being: of an organization, an advance warning of un- 


` desirable trends, and à guide to the corrective action. which must 
be taken. : 


.'To those who see ET audit as a policing activity ad a 
means of appraisal of the effectiveness of other financial and 
operating controls, this extended definition of its role may be 
unfamiliar but since I want to stress the value of the internal 
audit as a.service to management, it is important not only to 
deal with those aspects of your work which are familiar though 


‘none the less- invaluable, but also those ways in which the 
internal audit is developirig or could be developed to the greater. 


service of business management. 


The presence of management on the shop T or in the 


office has always been the means. by which work effectiveness 
and disciplines. were. promoted. We are all familiar with the 


. need for foremen and supervisors and department heads with 
| qualities of leadership and determination. We know too that the 


difference in the success of organizations can often be directly 
related to the tightness of control and the. willingness with which 

by employees. Unhappily, the size of modern 
undertakings and the extent to which we have become industrial- 
ized have outpaced: our ability to provide supervision: in, the 


; quantity and quality which used to be related to small work 


forces. `. 

The process of breaking down of skills and of specialization 
has had to be extended into the field of management. There are 
many ways-in which this has taken place, both by the provision 
of specialists to sharé the work of management and by the 
provision of automatic. means to extend the senses of manage- 
ment. | 


Continuous monitoring Em ME i 
The automatic extension of. the senges came thaoügh monitor- 


"ing devices with which machines could be equipped so that the 


, conditions under which they were operating could be. observed 
' from a central point — the foreman’s office. Today, processes are 
. observed by closed-circuit TV and:the operating conditions 
. may ‘be. fed directly: into the computer to provide continuous 
monitoring arid the basis for management by exception. 
Again,the vast increase in the amount of clerical work to be 
- undertaken led to automated: data processing and again diluted 
the high standards of individual efforts of those whose leadership 
had ensured the successful management of small groups. - 
"With all this the art of business administration has-developed 


fast and systems and prócedures have been developed to reduce 


the need for constant low-level decision-making. 
- This has both a good and a bad outcome. The good outcome 


.. isthat people with m talent and. good training can manage 
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“much greater a areas “of apiy dien CONUM but the bad. 
| effect is the boredom and the. lack of c care and interest ‘that 

' bureaucracy océasions.. ` 

` The iriternal audit team is one of the most advanced dort of 

"specialized assistance to management devised to meet the reeds 


_. of modern large-scale industry. By constant review and appraisal . 


“of the workings of the. systems and procedures introduced, ‘it `. 
~ enables management to control widespread resources, it pro-. 
- Vides a coherent and well-defined extension of,the eyes and ears .. 
of management, and it provides: considerable opportunities for 
. career progression since it must itself be managed and Pru a` 
. fruitful source of management talent. 


; But there must be a warning in this to all those engaged in the : 


^, practice of internal audit. You must not allow it'to become. 
: stultified and ‘bureaucratic in itself, nor must any particular 


n ^ aspect of it become a continuous operation; you-miust not” 
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.:8uccumb, to the temptation to install and modify ‘procedures. ` 
. The root of your success lies in observation, and for observation: 


' to succeed it must be in a constant state of i interest and curiosity 


that you approach youn assignment. "uH Betas ia PRG 


t ^ 
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,, Developing; audit sense Bad. x 


" Frequent Changes of environment and of h are neces- 
_ gary to the development of a good internal, auditor; regularity, 
aE and repetition extinguish your valüe to management. 

‘Nor should you lightly accept to have severe constraints . 
' ' placed. upon what does and: does.not fall within the field of your 
obsérvàtion. You are there in the first instance, to appraise the " 
. extent to which the: systems’ by which the. business i js operated 
‘are workirig satisfactorily, and theré can be a.thousand reasons ` 
for ‘degraded performance. "The best internal auditor develops- ` 
a high sense of what is orderly and constructive, even when it 
HEN be accompanied by some eccentricities. T 

-The good auditor has a quick sense of perception of that Which . 
is.out of place. He will feel uneasy about some commonplace 


thing, and will not rest content until he has discovered the reason. . 


Since “one. of the bad developments. of modern industrial - 


K “society is theximpersonality. ‘of ‘automated processes: and the. 
' anonymity of.bureaucracy it is important | that’ the internal 


-duditor does not exacerbate this situation: He needs also the | 
human touch. He needs to distinguish betweén. appraisirig and 
.. decrying. He ‘needs to distinguish hey. d ang 


“spying: c 


He will not in ‘the long run rerider good service to management - 
E the recital of a. host of petty breaches’ of. good order and: 
, disciplines; For most people, modern life i is made tolerable by . 
. the small defiances of authority. ; 

The service rendered by a good and well directed internal ' 
- audit team: must often go unsung. Of course, a large proportion 
of specific recommendations will be accepted and implemented 
_ by managements , and it is encumbent' upon ‘Management to: 
. explain why some: recommendations ‘may, in fact," not. be 
" implemented, but for every;recomrmendation a good and well.. 


: documented . internal -audit ` ‘report will ` contain one: hundred 
_ observations. = 


.'In my experience these obscene. when résponsibly © 
‘reported are of great value. Their value, however, rests: more 
-solidly im their. rion-use than in their thoughtless exploitation. 
Information is not destructive — but its irresponsible. use cair be 
, devastatingly so. For this reason there is-always a large area of 


x. valuable work which seems to be ‘unappreciated. ANE 
The internal auditor must, therefore, 'énjoy à special dons ; 


. ^'ship of, mutual confidence, with his management. The:auditor 


.for his part should seek’ regular guidance on the direction his 


* work should take. Mutually agreed schedules should be drawri 


E ‘up with his management, whilst management for its part should 
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be prepared ' to indicate frankly where: it finds the appareat: 


nagien and. weaknesses of internal audit LSPOTEnE, 
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“th this way it is coil possible: and dime foi € z 


ment to indicate its appreciation | of'the.observations which have 


, been made and the way in which it is exercising its judgement 


in relation to them. If this judgement is well exercised, it will 


‘also. improve the confidence ‘in which the internal. audit .pro- 
gramme is held by divisional and DM H vu à 


m nian hae 
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‘Action. on reports. 


Speaking ‘as a. manager, I sometimes fel a. "tonsiderdble : 


' sympathy. with the auditor whose work and report-have been so 


painstakingly undertaken but failed to. produce any immediate x 
and obvious reaction. This happens particularly when the sort — 
of action: which: is ‘called’ for could: be'described.as: "locking. no Ew 


stable door after the horse has bolted’. 


. Sometimes the personnel or even ‘the industrial rélatións effects. S 


‘of taking ‘quite “proper action are considered to have potential ~ 
disadvantages ,outweighing the value of prompt action. Never- ` 


. theless, the manager-and the intérnal. auditor should put their 


"heads together in such cases to try to cóme up. with asolution in ' 
- which immediaté action gives way to longer-terrn. measutes . . 
. designed to avoid a repetition of the abuse which has been un- 


covered ‘or the gradual correction of malpractices. es 


‘This is.the aspect of an auditor's work which, I have said 7 


can so often go seemingly unappreciated. ‘It adds another 
requirement to the many qualities one: looks for in the audit 


staff ~ namely, the ability to continue steadfastly in one's work 
veh when public recognition of the excellence. of some pars 
ticular aspect of it has to be. withheld. ij "pes 
In what I have said it will bé clear that I do. not regard, the * 
service rendered to management by the internal auditor as being `, 
“in any way limited to financial and accounting matters; though. .:' 
` itis true that all of your work, as ‘indeed all of mine; has financial 


roc 


‘implications. But I think it must bé stressed that to’ achieve its - 


full importance in ‘the modern industrial and commercial . E 
context we must think in-terms of the operational audit, and not "ue 


simply of the-financial audit. 


The: potential for profitable employment of. highly-skilled ‘and: > 
qualified people in this branch is much more likely to be found. ^ 
„in the areas of work effectiveness than in the uncovering of . 
Labour ofall kinds is the most ~. 


arithmetical inaccuracies. - 


expensive resource with which we have to deal. It should and it- 


will become, more.expensive as the aspirations of: our people to-. 


wards a better standard of living are realized. 


"Far-seeing managements. will be:looking. to protect: and im- PE 
prove their competitive position by the introduction of measures | ` 


designed to improve the utilization of manpower, and to ensure 
a much higher degree of selectiveness in the work tó be under- 


taken than has been necessary. in the. past. It i$ not: enough. to.” 


say that we must work harder; there is nothing to suggest that 


our people in this country work less hard than most others, or 7 : 
for that’ matter less long’ What is missing.is the selective -plan-. `- 
hing of work so that wasteful and unproductive effort i i8 eli-: 


minated. .' ^,» 
These measures will bane a whole, new range ne PEE 


within the scope of internal audit. Even in organizations where |,’ 
‘much work of this kind has already been instigated, the priorities —.' 
of the internal auditor will change. It will probably lead to a more" `; 


=a 


marked subdivision öf skills within the internal audit team and‘ -> 
it will certainly place upon you greater demands and the io 


professional manner, 


But if your managements ai are  alivé to the need I have outlined v, 
and if they rise responsibly to the challenge,’ ‘then in serving them ` ` 
you will have the immense satisfaction of knowing that: youare. , 
contributing not only to the. well-being of the company ~- the ^ |. 
point at which I began — but i in fact to D the ee of ‘the E 


entire nation. EE DON tul. E 
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Three simple and straightforward policies from 
-. Legal & General for shops, hotels and offices. 


"They're extremely simple to understand. Each has just a short 
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These three policies from-Legal & General 
provide excellent protection at very competitive prices. 





proposal form which incorporates a clear explanation of how the VS K 
policy covers all basic insurance needs. Yet each policy can be easily ` "is ` 
adapted at very little extra cost to cope with any special additions that `~ NS 
are needed. Quotations are normally available immediately. SM 
Just contact your local Legal & General Sales Office or « 
Inspector, or send off the coupon for all the details. 
To: Legal & General Assurance Society Limited, 
Temple Court, 11 Queen Victoria Street, London EC4N 4T P 


(Tick those required) i 


NAME : — ——— — | 








BUSINESS | 


ADDRESS NEN i Legal & l 
eae General | 


Ameoa Miami nnne, aH mmm eae dE eee i i e ia ae usennusssansamnnaliienmnsnamemmamn? 


= 
| Please send me full details of your Retailer Q Office (7] Hotel [7] Policies. | 
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- Property - 








Development 
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Houses | 
Shops 
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Contact the Manager, Advances Department, 
aoe X. atthe address below. ` 


Lombard 
North Central - 


Bankers 


Head Office: Lombard House, Curzon Street, 

London W1A 1EU. Telephone: 01- 499 411 1 
Regional Head Offices at Birmingham 021-744 8577, 
Brighton 0273 5071 61, Bristol 0272 294961, 

London 01-349 3131, Manchester 061-428 0591, 
Rotherham 0709 711 44 









a A member of the National Westminster Bank Group 
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^ : A legacy for the Methodist Homes for ‘the “ 


» 


we 


'. Aged is a means many generous people adopt - 
‘in expressing gratitude for their own home & 
and for security and  peace-of-mind in their 
old age. S Á . E 
: There are so many who are less fortunate ünd 
‘for lonely and anxious old people the Metho- 
"dist Homes for the Aged are a haven anda | 
Fome. Our constantly growing income from 
legacies, more than any other factor, has en- ` 
abled us to ‘provide thirty Homes but 
unfortunately even these will. accommodate ` 
.only a few of the hundreds of deserving. 
people on the tragically long waiting list. 
- We have several excellent sites fornew Homes: - - 
which can only be developed when urgently .. 
needed capital is available. Will you please. 

, bring this to the attention of clients who are ' 
making their will? m 


- 


f 


Methodist Homes | 


A forthe Aged 


General R Rev. R. J; Connell, B.A., 8. D.' 
1 Central Buildings, Westminster, London SWI 
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TES ~ Cases have € come kalore the. Courts i irí recent. years arising from relationships alle led to ` 
7 T E ‘constitute ; a partnership: The use. of such terms as ‘salaried partners’: or ‘associates’ has’. 


mined objectively, having: regard tothe definition, of” 


partnership i in section 1 of the Partnership Act 1890 and.to . 
the rules for determining: the existence of á partnership set 


out in section 2. Just as ‘you do not. constitute or create or | 
' prove a partnership by saying. that there is one’ (per-Lord 


^ Clyde in CIR o: Williamson (1928), 7 ATC 566; 14 TC 335); 


80 it has been ‘said that. ‘If a partnership i in fact-exists, a- 


communi 
. fact, no 


of interest in ‘the venture being. carriéd om in 
ncealment of name, no verbal equivalent for 


i 
\ 


the ordinary phrases of profit: and loss; no indirect ex: - 


'pedient for enforcing control over the venture will prevent 

. the substance and reality of the transaction being adjudged 

: a partnership .. .,and no phrasing of it by dexterous. - 
draftsmen: will avail to avert the-legal consequence of the 
contract? (per Lord Halsbury, LC, in Adam v: Newbigging | 


((1888). (0909 Cas. 308), at p. 315; see. also Fenston 9. 5 


Johnston ( Ion I9 ATC 62; 23 de 29). s 


r Nn 
NE definition and rules M 


QURE 


A 


as the relati 


Section 1 of the Partnership Act 1890 due a 
n which subsists between persons carrying ona - 
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cy, die: any of- them, but drawing an inference from the whole,” 
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"When i is a Partnershi ip? 2 


shy G.. RC BRETTEN, MA. LL. B., Bat 
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created i a. new dimension with, its. own ! difficulties. 


P" 
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o "The. aini betweci thes two apparently 
tonflicting rules 6f law was considered by North, J, in 
Davis o. Davis ({r894] X Ch. 393), atp. 399, where the. 
niin explanation i is suggested : ; d. 
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“The receipt bya person of a ‘share of dà colts of a coe e" 
"ness is ‘prima facie evidence that he is a.partner.in it arid, if ~~ 


‘the matter stops there, ‘it is evidence upon which the Court 
- must act: But, if-there are other ‘circumstances to be ton- 
sidered; they ought | to be “considered fairly together; -| not 
holding that a partnership i is proved by.the receipt of a share 
‘of profits, unless itis rebutted by. something else; but taking 
all the ‘circumstances together, not attaching undue weight 


he qualification mentioned above is- supplemented i in the 


statute by the following specific rules: .,- E 


-(a). Payment of a debt or other liquidated amount by. insial- 
^ .. ments or otherwise out of the accruing profits of'a business 
: does not of itself make the- payee a partner in the business. 


B (b) An employee or agent. ‘who is remunerated by a share’ ‘of 


business in common with a view of profit. While the defini- - 


tion makes ho reference to the ultimate division of profit; Bot 


it has long| been understood that mutual; participation. in^ 


profit and loss is a fundamental characteristic of partnership. . n 


(per Tindal, 

` 108), at p. 112). 
P set out in section 2 of the — Act 1890 may be^ 
c summarized as follows: | 


C], in, Green v. Beesley (183 5)2 Bing: NC. i | 


/ -The rules for n the existence: of a TM ~ 


(2) Joint ownership of property does not “of Meli create a 
- partnership as to the property so owned, even though the - 


- owners share profits derived from-the use of the 
(see, e.g. | McKie v. Luck ((1925),3 ATC 298; 9 C sai) 


`. (2) The sharing of gross returns does not of itself. create a 











use of joint property (see, e.g., Lyon v. Knowles ((1863) 
3B&S 356); but 


(3) Receipt of a share of the profits of a, business is prima 
facie evidence that the.. recipient isa panes in that 
. business. | i 


The third . 






18, ' however; somewhat. en made 


srofits, or ofaj payment contingent on or varying with the 
rofits, does ng of itself make the recipient a partner in the | 


* i let 
| : i 
= P - " 
Lee E of * 
; hae " 


We D" n 


partnership, even.though the returns are derived from the 


> the profits of.the business does" ‘not, pu become a 
; partner. 


sU (o Payment of a. share of ry prote T "way. a "T to ie 


_ widow ^or child of a.deceased partner does not of itself 
a constitute: the récipient. a partner.. E . s 


K Where a person | lends money at a rate of interest canine 


^.^. becomes ‘entitled to a share of the; ‘profits, he does not 

| thereby become a partner (provided - the contract is in 

£m writing.and signed by or-on -behalf of all the parties 
; thereto, ‘see Re Fort ([1897] 2 QB 495). |. ^ 


“© Receipt. ‘by way of annuity of'a share ‘of the profits of:a 

' . business in consideration of. the. sale. of the goodwill of 
" the business does not. of usce constitute the. Recipient a 
— partner. | vy 


Helpful though ilis ‘above pales may: X in yieee 
whether or not in any particular case-a partnership exists, 


. they-can seldom- bé relied upon as decisive of the question. 
"The. proper course in: every case is to ascertain the real 


subject to the ualification that receipt of such a share of `- 


intention of the parties, having regard to their agreement as 
a whole (sée. Mollo, March, & Co v: Court of. Waras 


(872). LR 4 PC #9) A p- 433): 
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Aséertainment: of the intention. E the parties in ee to 
determine. whether: ‘or not'a partnership € exists mu be 
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pe enden difficult by 1 ae fact that, a in d dies 
' térins on which‘persons agree to carry on business together ` 


„will ' usually be reduced into writing anid ` .very often : 


~, embodied in a deed, there i is no requirement to this effect 
“in our law. : 

- The existence ind terms af a “partnership may thus be: 
2 rd by parol evidence, or may even-bé inferred from 
- -ithe' conduct and dealings of the parties (sée Gray v. Smith - 
E (1889) 43, Ch.D 208, 211); Re De Nicols ([1900] 2 Ch. 419) 
il. "atpp. 416-417): On the. other hand, the mere drawing Up. 
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E eober PA folleg: the death. of his Pun 
oa ‘Mr Ellice eriployed Mr Stekel'as an assistant fora .- 
“probationary: period of threé rnoriths at/à salary of'f2,000. ` 
a year, ‘It was the- -understanding of'the:pàrties-that the - 


| . employment was with a view:to partnership. Following the `’ 


expiration. of the three-month probationary periód, there <- 


"was discussion: as to the contemplated dei but the ~. 


mattér was left in’ abeyance for some months. ; ` 3 
In September i968, the parties agreed upon a- "PEE » 
partnership as a means of resolving the position for the m a 


>. :'of, a formal agreement is not sufficient’ to constitute'a -/ time being, and document incorporating the terms of that: 


- "partnership if the agréeinent is: et (Dickenson v. ‘Gross. 
PC (E927), 6 ATC 550) II TC O14). "TT 


TF E z ! MT. ` us. ue et e 
t | ‘Associates “and salaried’ ‘partners as os | 
MEE" new dimension: has duririg recent yeats been given to. 
D “the problem: méfitioned above by the practice -of profes-. 


“sional firms of engaging senior qualified: members: of staff. 
'7Uvon the understanding that, after serving’some (not- always 
p “| precisely defined) probatiénary period, they will be offered 
^ "partnerships. In the ‘meantime such persons will be paid ; 
P "salaries; they will. be | given considerable responsibility ; and; 
their names will probably. appear separate from and ‘below. 
othe. names of the partners on the firm's letterheads:: 

‘The. existence of such-arrangements and the il 


^o Am 


. ito which they: may give rise are demonstrated by the case o 
4X Floydd 0. Cheney ([1970] Ch. 602; The Accountant, Marc 
on 12th, 1970). It appears. that Mr Floydd, an architect, had ` 
Xo im 1963 engaged Mr Cheney as an assistant with a view tò _ 
.. partnership. In 1966 they had executed a document entitled . 
- .'Heads of Agreement for ,Associateship'; whereby if. was 
z - agreed that. Mr Cheney. was to: become: an associate in the 
- = -firm and was to have his name as an associate on the note- ` 
'; paper. The document. expressly negatived any partnership, 
but provided for a full partnership at sorne indeterminate 
» future date. A ph deed. had in fact been . 
= P =. 
‘During’ 1967. te wás further aceon Between the. 
"parties as to the proposed partnership, and in 1968 various 
announcements were made by means of circulars, ‘by an 
- Architects, and by changes in the notepaper and the name . 
; : "appearing. at the office premises, to- the effect that Mr. - 
3 Cheney had been taken into partnership with Mr duosdgun 
| “Yet, no. partnérship agreement was ever executed. 
7 ..Megarry, J, while declining on an interlocutory applica- 
“tion to’give any. final decision on the matter, expressed the 
Opinion .that a prima. facie case. for the: existence of a 


marized his view of the position as follows: B 


‘Although there was contemplation and discussion a-plenty, 
' -T cannot perceive that there was any. point of timé at which it 


could;bé said that:any of the proposals ever ripened-into.an | 
in the circumstances the-declaration could.serve no ‘useful 


1 . agreement .on all the terms ofa partnership so as to supersede 

"^. the initial relationship of master and servant, nU which 
a _there i is no dispute: ; a 2 

| Further consideration was given. to sie status of a , dalaried: 
partner in ‘Stekel vë Ellice ([1973] 1 WER 191; The 
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.in this case Ep a ‘significant advance ii in the law of 
oe Pw SIN $ 


. = 
- A a Eu 4 " t~ : I . : v ` ^ 4 a i 
" r 
g M “ Y . enl id ` ut 
. = A * - ` ` 4 v. 


.partnership -had not been made out: : His. lordship sum- 


. Accountant, November 16th, 1972). Megarry, T s deceo 


agreement was ‘drawn up. The agreement specified,” inter . 
` alia: (1) that-Mr Stekel vould be-a salaried-partner at his’ 
existing salary; (2).that apart. from Mr Stekel’s furniture . 
thé capital of the partnership should-be provided/by and - 


" ; } should belong to Mr Ellice; (3) that all:the<profits should 


-belong to-Mr.Ellice and that he: should bear-all losses; and ` e 
(4) that on the expiration or determination of the partner-.- 
ship Mr Ellice should be entitled to all clients, save those ` 
‘introduced by Mr Stekel. It was provided that this: 'arrange- 
. ment should expire on April 5th, 1969, and that. on or before. jid : 
its ‘expiration the ;párties should enter into an agreemént ` 
whéreby Mr Stekel would become a full partner. .-. ` : a 
. In fact, this further agreement was never entered Into. <> 
, Differences arose’ between the parties, and their relation-; . 
ship “was. determined. in August 1970, Mr Stekel taking” . 
with him: all the clients he had introduced. A year later Mr: 
Stekel issued a writ claiming a declaration that:the partner- . 
-ship had been dissolved in "August 1970, and asking. for an : 
order that it = wound't up and for an account and. inquities.: 
Description 1 not conclusive ! | 
"The primary: question: was - whether. the ielationship be b 
tween the.parties-from September i968; to August ` 1970, ^ 
"had. been one of partnership: Megarry, J, while conceding: ^ 
that the term ‘salaried partner’. may’ to some extent bea - 
contradiction in terms, took the view that ‘it-is impossible. 
to say- that; as a matter of law; a salaried partner is oris not? - 
necessarily: a’ partner | in the true sense’. Each case must’ 


depend upon ‘its facts; it is the. sübstance of the ‘relation- z S 


DU insertion in. the journal of the Royal Instituté of British | ‘ship which is at issue, not the déscription whichis given to. 


it by: the partners. His lordshi p was of the’ opinion that the. 
‘agreement , of September. 1968, was an agreement for. the... : 
- partnership; not-an agreement for employment. It created N 


` a relationship between the parties which ‘satisfied thé - 


statutory definition in section r (1) of the Partnership Act 
1890: That relationship continued after April sth, 1969,/ jose 
until August 1970 (Partnership Act 1800; section '27), at - 
"which time the partnership.was dissolved. ' .- 

` "Mr Stekel had established thé existence of‘ partnership. 
‘between. himself and Mr Ellice; to. that -extent he. had ` 
succeeded i in his claim. .Megarry, J, declined, ‘however, to. 
make the orders sought: ‘by Mr Stekel, taking thè view that ^ 














. purpose, and that an'order for: winding up. was inappro- ' 
priate since Mr Stekel had no proprietary, interest in. the | 
partnership. . | 

The significance nf the. decine lies in its ‘recognition that 
‘a person may be a true partner. although:he is entitled’ to-a., 
fixed salary’ regardless of the firm's profitability and ‘has 
no interest in the capital of the firm. As between. himsel 


March e] th, 1973 GET 
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and his lco- partner, however, these may "he certain restric- 

tions on his rights; the nature and full extent-of a 

restrict ns have cee to > be judicially. explored. | ' 


l "Holding out out l 


A different facet of this ili arisés with regard to third 
parties. A person may not in fact be a partner in'a business, 


yet he; ; may in certain circumstances be liable. to third- 
parties as if he. were a partner. This principle i is stated in | 


séction 14 (1) of the Partnership Act 189o as follows :: 
‘Everyone who” by words spoken or written or by: ne 


represents himself, or who knowingly suffers himself to be: 


represénted, as a partner in a.particular firm, is liable ‘as a 
ed anyone who has on the faith of any such representa- 
' tion given credit to the firm, whether the representation has- 
or has not been made or communicated to the. person 80. 


giving credit by or with the knowledge of the apparent partner 


making the representation or suffering it to be made.’ 


The provision i is based upon the doctrine of estoppel, as: 
appears! rom the judgment óf Lord Esher, MR, in Re. 
Fraser Q 892) 2 QB 633), at p. 637. While it is clear that 


such hó E out does not -of itself constitute Eee 
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Ta € uncil proposés to intróduce arrangements whereby 
those dmitted,to membership on ‘or after July r1st,.1978,* 
_ will be able to advance to fellowship only after passing certain . 
' tests of advanced knowledge and practical experience. Members 
admitted|before that date will continue to’become fellows duto- 
matically} after the: passage of time, although they will be 


encouraged to take voluntarily the’ tests which will become - 


available from 1975—76 and to attain fellowship in that way: 


2. The aim of the scheme i is to raise the standard of sérvice 
provided'by members by enabling them to deal more effectively 
with the i 


specialization- within; them. 


3. Thelfields of work of the mE are riow so varied that 
very fewi embers can hope to master them all. Some will. 


specialize, in one narrow area while others will wish to cover a ` 
wider "ib of subjects at less depth. Thescheme outlined below . 


is intended to be as flexible-as possible, providing for'both the, 
specialist and the ‘general practitioner’ (GP) whether in public , 
practice, commerce, industry or the public service. `- 

4. The ain of the scheme will not be achieved shies the: 


majority oi newly: qualified members continue their education - Timing and level of difficulty of tests . 
6. Taking these factors into account;- it has Doen decided du 


1 For dioe of July Ist, 1978 — see ‘para. 14 (a) below. ` 
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creasingly complex and widening areas of knowledge. 
with which accountants are concerned and the growing need for- been plarined to take account of the relatively limited time which ` 
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` and training ona formal basis after. qualifying. The tests have 
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D inter se, tis some evidence tending to point 


towards; such a partnership (see. Radcliffe v. Rushworth 
- ((1864) 33 Beav. 484); Floydd v. “er were Ch. 602), 
at p: a | 


i 


Tax considerations. os 

‘Salaried partners’ and ' associates’ should not share i ih the 
joint -income tax: assessments made in the partnership 
name pursuant to section 152 of- the Income and Corpora- 


‘tion Taxes Act 1970, but should be subject to separate tax 


assessments. If a person receives a salary from the firm, he 
is usually charged-to income. tax under Schedule E; and 


.PAYE rules should be operated.) © >.> - 


a of LA aed 


$ 


Oécasionally, .howéver, a- salaried : partner, or more | 


particularly a person who is remunerated by 1 referencé to a 
share ofthe profits of the business, is assessed undér 


Case I or IT of Schedule D. This appears to have been the 


position from the date of the. formation of the. Salaried 
partnership in Stekel v. Ellice, even. ‘though the ‘salaried 


partner was there entitled to a fixed salary. The decision in. 


that case furnishes considerable support. 2 a Pu D. 


assessment of a salaried ‘partner. 
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An English Institute Discussion. Paper 


\ 


; Reproduced below is the full text of the discussion document issued By the: Council 
of The Institute of Chartered Accountants in England and Wales on the proposals for the 
award of fellowship by examination, referred to in The Accountant /ast week. 

The Council invites comments sof members, and other interested partiés; to be submitted, 


‘to. the Institute by May 75th, 1 973. 
| | 


been designed with a view to gaining recognition by, both! em- 
ployer and employee as an essential element in the member’s 
career development, improving positively his competitiveness 
in the job market and his value to his employer. Nevertheless 
- it will be important, particularly in the early stages, for the more 
senior membets of the profession to give their support to the 


"scheme by providing a compelling lead to their juniors (especi- . 


ally those in their twenties) to ian the tests for ‘F’ and to renea 
those whọ succeed. 


5. The study and testing arrangements ‘outlined below bass 


newly qualified ‘members can be expected to devote to post- 
qualifying education (PQE) because of the. many business and 
domestic commitments which they will inevitably acquire. 
- scheme has been made as attractive as possible in terms: of 


relevance to members' careers and convenience; a wide choice 


of tests‘and flexible methods. of study will be provided. It is 
also intended to ensure the availability of fully accredited 
courses of tuition of realistic duration, at reasonable cost. 
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tests’ wil require. dos T3 hoü iudi ities of which. 
‘should be undertaken in any event to equip. the member for 


(his work) which ‘can be. spread. over.a number òf- years, plus’ ` 


_xevidence of.three years’ post-qualifying ‘practical . „experience 
* rélevant to the tlieoretical tests which are attempted. Because 
"circumstances will vary considerably no time limits will be laid 
‘down during which members must take their tests; it-may well 
be‘that tests, set at a standard which could, be. achieved after 
- about two or three years ' study/experience: will not be taken by: 
some members until four or five } Mg after qualification, 


e Y 
Ld 


e 
. M d 


‘Subject areas’ for POE tésts mE 


2 Day. Candidates: will be egued to, pass. four’ tests 
duding a-compulsory- general paper and a choice of three 
from a range of about fourteen specialist papers. It is envisaged `` 
that initially the teats will be written examinations but alternative, 
- methods-of assessment (such as the submission of a thesis,and ` 
‘oral tests) will be considered and: full account will be taken of 
: &urrent and future developments in the fields:of education and 
‘examinations. Exemption from some of the tests or certain. parts. 


1 
^ 
[4 


tof them might. possibly be. granted in ‘recognition. of post-, 


p 


“graduate, work. Consideration will also be given to allowing 
candidates to spread over more than one examination Session " 
“their attemipt at'their four papers.  » - 
^ Be General. Paper. All.candidates will be’ requiréd to pass a. 
"General Paper, the aim of which will be to. widen the newly 

ualified man’s horizons and'to ensure that he. keeps abreast of 
qui principal>écohomic and: social factors affecting ‘the general 


"environment, in. which business is' conducted. The emphasis | 


-.will be on topics of particular Contemporary relevance and 


importance to the profession. The paper. will. not require the. 


“study of specific textbooks; sufficient optional questions will be 


- 


. 'sét to ‘ensure’ the success of members who keep themselves: 


Feasonably well informed: from their oe of the national , 
f and professional press. , 


9. Specialist Papers. Candidates will be required to pass tiee 


specialist papers.‘and will have the choice of specializing. by 


:taking all three papets in one ‘stream’ (e.g., Taxation) or of 


(5 spreading their'interests over two OY three ' ‘streams’. The fange 


of papers available initially i is shown at Annex. 


| *- 10. Practical, &xperience for *F' Members will be required to 
“demonstrate three years! post-qualifying - experience of: the 
‘specialist subjects. (not ‘necessarily three years’ experience of 


* - 


"each subject) taken in their tests of theory. Thé'information re - 


.quired will be recorded on specially designed forms alod.. 


to ‘each’ subject), confirmed by- employers or partners and 


‘examined by the Institute. Practical experience may be obtained 


* ‘eontemporaneously with or subsequent to the study of relevant 


‘ theory. In some cases, "members, will be required. to-attend an. 


interview for an- oral examination on their claims of practical . 


vL 


"experience. l 


- 
M 
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‘Tuition E ERI Oy p 3 fs 
tor 


LI An extensive range: of courses will be needed froin the ` 


| public and private sectors of education and the Institute’ 8 
"Courses Committee, and it is intended that: 


NO a variety of. arrangements will be- provided ‘to NE 
. needs as far as’possible. These will'include linked. private 


a ` gay two-five days; 


SO while some áttendance at formal courses is to be "Te 
anne Thstitute will ara = provision of pb DAN 


v 


` 


um study, short, blocks of tuition (of. up. to perhaps several . 
... weeks’ duration at any one ime) and briefer coursés a | 


Po 


"AP du E ps i 2-1 
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dance and die d private pans courses for members 
who are unable to' attend them; - dc ue ^ 


. (c): every effort will be made, to keep the cost of. coürses toa 
minimum commensurate with a high. sanders of acini. 


" 4 
f 
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Intróduction of tests 2 


: 12. '(a).It is proposed' to introduce tests. to cover most if. not" 
all of the, subjects: shown'at: paragraph 9. above dunne 1975-76, 


- thé first courses beginning, possibly i in 1974. 


(b) In the early years the tests will be taken purely . ona: 
voluntary basis since advancement to:fellowship will not bë 


." dependent upon them for members admitted before July Ist, 


1978. Neyertheless, it is to-be hoped that existing" young ' 
members. will, with: thé encouragement of their employers, 


support’ the scheme ‘i 80 raising the standards of service which | 


they. can: provide and. helping | the Institute. to ' validate: the 
proposed tests and supporting courses. . * ` 


(c) The initial range of tests will. cater for. iei majority of | 
“members. | 


(d)F urther subjects vill Be: jntioduced later ind noe 
will be updated progressively to take account of the introduction 


.of the new pre-qualifying professional examinations and other. 


relevant-developments in education., ‘U pdated' syllabuses will 


' be available from about 1980 at which time the first candidates 


examined under the "Institute's new -pre-qualifying Rb 


wall begin to, come forward for ae tests for P. i 


* 
` 


Overseas NS AE CPC - 


"13. ‘Members, whethiér British or. E Ovens Nationals who TN 
taken articles in the United Kingdom, will ‘be able.tó count 
relevant ‘post-qualifying Service" gainéd abroad towards ‘the 

period of practical experiénce needed for ‘F’. PQE tests will ` 
iot however, be. held at overseas centres, at adi initially. 


as * ve D ae . S » n 2 ka 
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Royal Charter and ! Bye-laws 


14. Amendments will be ‘needed :to the Royal Charter — 


"bye-laws t to allow the Council'to introduce this scheme .and it 


18 proposed, subject to the approval of members at the Special |. 


pad a on June oe 1973, to make provisions to: cover these: 


points: » t E 


(a). Members sdmited on” or mages July 1st, 1978;- -will be 
réquired to pass tests of theoretical knowledge and to 
'show evidence of.acceptable practical, experience "before 
__ advancing to fellowship. (This choice of. date will allow 
the five-year clerk admitted to articles during 1972 to 
gain admission to membership before July Ist, 1978. ). 


(b) "Transitional arrahgements will . be provided to-, allow 
^ members admitted to membership before July 1st, 1978, . 


.to continue to become fellows: automatically after the ` 


passage of time; the waiting period for non-practising - 
“Members prior. to their advancement to fellowship will be. 
changed in 1978 from ten to five years to reduce to a: 
minimum the period. of ‘overlap during’ which some. 


members. will qualify for ‘F’. by passing tests at the same | 


time as others acquire it automatically. 


(o) Thëre will be a provision to allow the Gouna discretion E 


in dealing with: particular cases of bardship. 


à) Members passing the tests for *F’ (including 
"are successful at teats held before July: rst, 1978) will be 
..^ given somè form of recognition | in the List of Members. 


(é) The tests will be-based, at least initially, ori examinations 
- of theoretical knowledge together with a requirement to 


a ' demonstrate:three years’ relevant practical experience." " 


those who a 
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. Candidates for ‘F F' will be required to pass the General Papi and three speciale’ papers froth one or more of the three 'stteama 


shown below. : 5 S uu A. g 


a n " 


bus of "M 'apecialist Paper ill be óf approximately. equal weight requiring about : apo hours' = 


| Accoui ng| Auditing ` MEC ie " dTadusipyl Commerce 1 uo Su. d "Taxation ; 

. Advanced Auditing v . *Corporate Financial Management and: .:- ‘Broad’ taxation (covering . advanced. as- 
pos mol 2m QU : Economics i v.c. < .pects of personal taxation, capital gains, 
| d Bo gp nR : Een L ee os RE corporate taxation and miscellaneous topics 

TL p tet ^  ,' such as indirect taxation, social security, 






: j : : hs m 0.707. 7.» VAT and exchange control) 
Advan Accounting . . 5 "55. , Organization and Syst 1 Personal Taxation 
igations . .. Financial Controls . ^| ^ ao Trusts and Settlements 
oao o Statistical and OR Tetbniques . "m Companies (groups) .. mE 
" ^. ^. Companies (international aspects): 
" - -Taxation of Financial Institutions — ., 
P esr n Tax.planning. >53.. "ES 


"t 


i 


J 


^s um a" 8 e : 
papers will include international business and finance. . 


of tesis vohich- might be taken by iak pas ‘ i a 
The. examples given below are purely illustrative; gas coul be given of combifiations of. tests suited to. members i in other types 
“of employment. : » 


(a) Latge ‘international practising fitms on? LIE joo 
G) T ax specialist `- A- selection: of papers from. bel taxation ilum above dépending upon ‘his particular interests "E 


DC s oo JOP ^ Broad taxation} os es rope) Tation of Financial institutions.. . . i 


-< (Q1) Auditor Advanced AÁuditingd-. — - | 
RS 25 either, Advanced Accounting Investigations: "- LAM oe nd 
or. Broad taxation--one other taxation subject ` uL pa 
or ` Advanced Accounting or Investigations ]- one taxation’ "subject. H 
' * or: Investigations + Statis and OR Techniques . . KU Ge due We i. 
or Organization. and Syster Toe = OR Techniques T s 


' (d) V. large industrial company Ta 


tá 
t 






(i3) Consultant - Investigations + , . 


i ZEN ` Seither Organization , and Sys Hs Financial A T, i 
i ' or" ` Corporate Financial ement and Economics -Advanced Arint 


. b) Madium-tised firni. As Q. above where large enough to specialize; Whére not, as for small-sized firm. 


| (9 Small-sized firm. In some cases there will be a measure of specialization but most. partners/managers will tend:to cover a | wider 
- field than members of an international firm as at (a) above. Relatively few small firrns will ever have to prepare prospectuses 
' and thus members of such firms arè unlikely to take the \Investigations’ paper. Similarly, they àre uilikely to be directly con- 
. cerned with the international aspects of thé taxation of panies or with the taxation of financial institutions. Some examples 
of ithe papers they might take - the ‘GP’ range: ~ i ; 

E Advanced Auditing -- Broad taxation J- Personal ‘Taxation or Trusts ‘and Settlement: i 
ori iea ng Accounting +Corporate F inancial Manā ement and. a DIRE S taxation or a ONPE taxation 

l specialism. T | a m 
or| Advanced Auditing J- Organization’ ind Systema ES atistical and OR Techniques as RU ree L 


gm - 
+ " f 


(i). Man with HQ experiencé only.. 





(P Local. or central govertiment (depending on particular - , 
. ^1| Advanced Auditing + Advanced Accounting ++ Stati cal and OR T echnigies ` 





in E: General Paper.’ 
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Unfair Dismissal : 
l meu 


WO cases decided by.the National nia Relations Court : 
illustrate the extent to which an employer’s right of.sum-: 
mary dismissal has been. circumscribed ‘by the Industrial : 


wee 


; . 


E E MU 


Measure of 5 


Relations Act 1971. In particular, ‘unfair dismissal’, is an 


‘entirely: new cause of action created by the ‘Act, to which the. 
‘existing common’ law rules and’ authorities on”. wrongful. 


dismissal’ are irrelevant. 

“In the first case, E, a planning and estimating engineer, had 
received several verbal warnings about the standard of his work. 
In March 1972 he -was taken ill, and. during. his absence his 


employers : discovered.certain matters which led to their decision | 
to" dismiss him. When E returned after his illness, he was 

-handed à letter of immediate dismissal, specifying various ` 
grounds which included a declining output of work, failure, to- - 
"improve after several warnings, and failure to progress customer 
orders promptly. An industrial tribunal strongly criticized the | 
. manner of E’s-dismissal, but concluded that it had: not been: 
x unfair’ within section 24 (6) of the 1971 Act, since. E in fact.’ 
. had:no substantial answer to his.employers' , complaints and 
^ thus the procedure which the employers had. followed had ‘led 


to no injustice. From’ this decision E appealed | to the Industrial 


" Relations Court. ` 


"The NIRC declined to follow the-tribunal’s! reasoning ‘that 


' an unfair procedure which-had led in the event to no injustice 
was-incapable.of rendering a dismissal ‘unfair’. E, in the present .. 
_-case, had not been asked or afforded an opportunity of explaining 
` -the matters complained of; his employers had thus acted on a 


reason‘ which, for all they ‘then knew, might or might not be 
adequate, ‘and could not be validated by what was subsequently 


proved. before the tribunal but was unknown to them at the . 
, time. E’s dismissal was unfair, and the triburial should have 80 , 
found. "The NIRC did not, however, think fit to award com- 
`- pensation in this-case, in the light of the tribunal's finding that 


.E had no explanation to óffer, and' that tlie unfairness of his 
dismissal had in fact caused him no loss. ia ree 
; The’ second case involved óne T, an employee o years of 


‘age with 11 years” service, who: was summarily dismissed after 


a; heated altercation with one: of the company’s directors. He 


"wo d normally have been entitled to six weeks’ notice or six 
' wages in lieu, but in fact received neither. After four - 
weeks’ unemployment, T obtained other employrient at com- . 
parable wages. An industfial«tribunal held that his. dismissal ' 
‘had been unfair and awarded; him £250 compensation, taking 


into: account, the ‘manner, of his summary ‘dismissal. without 
‘notice and the loss of benefit-of 11 years’ service with one em- 


ployer. Both parties cross-appealed as to. the amount of the - 
. award, T contending that it should have been higher and the 
émployers that T should be dus to strict poo of every 1 item of 
. his alleged loss." 


~ 


In a reserved judgment, he NIRC kda "Ts p 


ment to compensation under four heads: (a) his immediate loss. 


of wages; (b) the ‘manner. of’ his dismissal; (c). futuré loss òf 


, wages; and (d) loss‘of protection, in his new employment, 
CREDAS unfair dismissal or redundancy. As to (2) an ii et 
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with. apwerde of ten ‘years’ service is entitled by virtue. of ne Ps 


Contracts of Employment Act 1963 (as amended by the Indus- 
71).to not less than six weeks' notice of 

dismissal,” and good industrial practice would require an 

employer either to give such notice or to pay wages in lieu. ` 


The common law on wrongful, as opposed to unfair, dismissal : 
. would have required T to. give credit for earnings during 1 the. 
notice period; but had he received wages in lieu of notice at the i 


time of. dismissal he could not have been required to make 


. repayment in respect of any subsequent earnings, and ‘an em- 

_ ployee who received leas than he would have-done in accordance : 
with good industrial practice should be treated-as having.suffered | 

. .' a loss. 'T's entitlement under this head -would therefore be ` 
^. ' assessed at'six weeks’ wages, totalling £15360. `: . 

No award was made’under (b) or (c), the Court finding that | l 


fos. 
- 


the manner of T's dismissal. had not émbarrassed.him in finding 


other employment, and that there was no evidence tọ suggest, . 
that his new employment was any less secure than. the óld. 
' Under (d), the Court awarded a nominal £26 in respect of loss _ 


of protection against unfair dismissal in 'T’s new employment 


(since he would have to work for a minimum of-two years to .. ` 
accumulate equivalent rights) and £200 as being approximately . - 
one-half of his accrued entitlement to tedundancy pay in the ` 
old employment. By virtue of his age, T' could not qualify fora. ` 
maximum redundancy -payment (based. on 20 years’ service)... Zw 


with any future employer, arid the loss of this 'paid"up.i insurance’ 
against redundancy was a serious matter. 


'The Court accordingly substituted the total of these three | 
items, rounded up-to £375, for the tribunal's award of £250. 


_ Though neither party to T’s case took the point, the NIRC 


Neither ‘party asked for any adjustment, in respect of -T’s un- 
employment benefit, and the Court did not do so. Nor was: any 


| Mdich 15th, 1973 " j 


- x 


. iridicated its view that the`proper figure for assessing loss of' 
- wages should bé ‘take-home’ pay rather than the gross figure.. 


account taken of a possible: reduction of T s income tax liability. 


ER. = 


Redundancy: Alternative Offer B os 


.: during the period of his unemployment, ‘since wè consider that. . 
the sums involved will.be small, and that such a calculation i js^. 
inappropriate to the -broad common-sense assessment of'com- 
‘pensation which Parliament contemplated -. : 

Earl v. Slater. and Wheeler (Atrlyne) Lid [1973] x All ER 
145); Norton diea Co v. Tetoson Miis oA 


bürden of proving the offer and acceptance of alternative 


employment for the purposes: of section 3.(2) (d) ofthe , 
. Reduridancy Payments Áct 1965 rests upon the: employer. 


\ 


C was employed as a:-garage manager. ‘The business changed’. . 


hands, and he-worked for a few weeks for the new-employers. at 
the same remuneration and for the same- hours. He-was then 


` offered different-terms and conditions, which he refused ; he left 
the- employment and claimed a. redundancy. payment. The... 
defendant company denied that he was entitled to such a 


payment, on the grounds (a) that he had not been dismissed; 


and (b) that by working hours similar to those specified in his 


original contract, he had accepted an offer of alternative employ. 


ment within the- terms of section 3 (2) (a). s 


| The National Industrial Relations Court held that: the ; mere ' 


fact of working similar hours for the same remuneration.for a . E 


short period under a new employer was not.cenclusive-evidence 


of an offer of re-engagement, arid awarded C a redundancy 
' payment. The implication in the present case might be no more... 


than that, if C worked the required hours, he would be paid a 


reasonable remuneration. In all the circumstances, the burden - 


of proving àn offer and acceptance for tlie. purposes of the i 
had not been discharged. . 

Cartin v. Botley Garages 'Ltd [ 123, NEJ 12; -The Times, 
December, 20th, 1972). . l 
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E X 
& O accounts ined TE week « came ‘out of. the. 


T E P 
", E great ‘tribulation of the P & O/Bovis affair, through. which the 


P & O chairman.and certain directors of thé time Ronestly~ but. 
inthe majority opinion of shareholders, misguidedly — sought to | 


give P & O anew dimension and a new force. ‘The majority view 
_was that P? & O was paying too high a price for- Bovis and that 

there, was enough management and ¢ executive experience within 
P& Ò fot the worth of the group's potential in:terms of opérat- 


ing and; | property’ assets/to be realized without paying. dearly i 


. for new: ‘management from outside. 


Defeat|óf the proposals led to a number of resignations from | 


the boari and finally to the appointment of The Earl of Inchcape 
as -chai 
members included Mr A. B. Marshall, who was appointed 
managing director for a period. of three years from last November 
20th." Lord Inchcape opens:his review-with the 1971—72 accounts 
by asserting that both the results and the profit predicted for the 





present year . fully’ justify the confidence. shareholders have : 


shown in an independent P & O. 

Lord Inchcape’ S statement is inevitably flavoured by past 
events, but he clearly has a pertinent point in maintaining that 
the level: of 1971-72 profits ‘is undeniable evidence that the 
benefits have begun to accrue from extensive rationalization of 
our more traditional shipping activities undertaken during the 
past couple of years and from our heavy shipbuilding 


3 


| progr me’. 


- Balanced fleet: 


P & O used to be predominantly cee on passénger. ships 


and cargo liners: ' But/the financial profile.of the balance of 
present trading interests is well shown in figures: of the capital 
investment, , including trade investments, for which each 
operating division is responsible. At the accounting date the 
figures Were: : 







Cargo (including ( Dieses Continua Le) 9I 

21 

12 

The fi ures, which do not include Sane: represent; ‘the 

shift of investments to transportation areas with good growth 

prospects and the establishment of a better balance of activities 
than formerly existed. - : 


ships at|September 30th was {10 million, it having been con- 
sidered (right to, take. a special depreciation charge against 
as to reduce book values of certain ships by £12°3 

This applies.to ships originally designed for. lone ‘ine 






million. 
voyages 
' liners. The special charge will reduce current year depréciation 
by about £1 million. 

Including passenger ships, the book value of ships i in service 
ion, with a further {34 million for ships under 
' construction. An assessment of Worth put the. Prae well in 
excess ofthe combined total, - 


£ million’ 


trading commitments. have increased the “excess” further, but 
Lord Inchcape’s view is that a revaluation of shipping assets on 
each occasion of publishing the accounts would hinder rather 


-than help the proper evaluation of financial performance. “The 


essential point’, he states, ‘is that management constantly 


monitor and endeavour to anticipate movements in new build- 
ing and second-hand ship prices, to enable us both to acquire 
and to'dispose of vessels at the most favourable times’. 


r. Properties 


an. Lord Inchcape led the opposition faction whose 


vag ships is difficult. The net book value of passenger : 


d now (some of them) in the'final years as cruise: . 


` Improyed shipping industry tandirions higher ` new building. 


. costs and the substantial element of dollar earnings in VEOENAEO 





Valuation- of P & O's- properties last September indicated a 
total value of around £113 million against a book value of £28 
million. Properties, the chairman points out, range from the new 
head office building in Leadenhall Street in the City of London 
to a motel in New Zealand. Some are. needed: for P & O's 


business, some have outlived that use but remain good irivest- 


ments, some have development potential, and others already 


highly developed earn good rent. Some 7o per cent of the value 
of the whole property portfolio, however, is represented by - 
seven buildings in London. The head office, completed only 
in 1969, was valued last year at £n million UE a book value 


of only £6 million. 


Shareholders are told that the company is engaged in dis- ` 
. cussions ‘with potential partners’ to ensure that the property 
portfolio provides the best possible balance between income and : 
capital appreciation. All P & O activities are charged a fair market 


rent and P & O has joined in the London exodus by moving a 
large séction of the Passenger Division to Southampton and the 
Sealine Services administration to Basingstoke. . 

Management ^^'^ .. 
À new.management IT IM been instituted. Following 
the separation of the posts of chairman and managing director, 


‘the new MD, Mr Marshall, has made changes ensuring- adequate 


control and support while maintaining the original divisional 
basis. Planning has’ been brought directly under, the managing 


diréctor’s control and certain operating and staff divisions have 


beén grouped under group executive directors. 
. AÀ considerablé amount of space is given in the P & O report 
to detailed reviews of.each division. The finance division is at 


" present without a finance director.but the other three main 
. personages are group chief accountant, .group financial con- 
‘troller and group treasurer, the functions of group financial 
‘controller having been transferred from the Planning Division 


since ‘last January: The controller's functions include the 
supervision of. investment appraisal and the -overall responsi- 


. bility for forecasting.and budgetary control. 


The chief accountant's department took part in an exercise 


‘to test the effect on-the group of the Institute's proposals for 


accounting for inflation ‘and to find out. what difficulties lay in 
the way of their implementation’. The results of the exercise are 
not recorded. 


à 


“Brighter than ever’ 


‘Under the heading of. ‘Plans and Prospects Lord Inchcape 
reports that more rapidly informative and ‘effective financial 


control systems: are being developed, and greater resources 
AEPS td Analysis of the economies on which the group's ’s 
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_ business’ depeis iid oft ue A ihe m ‘carry: "Thee - 
. has -been. rapid. expansion: of P & s .capacity-to carry- oil and 
“dry: -bülk;cargoes, chemicals and vegetable ‘oils; refrigerated ` 
. cargoes and. liquefied’ gas, while thére has' also" been substantial :. 
E bein of ‘offshore supply services; particulariy' in connec- . ; 
“tion. with offslioré oil and gag.developments: ` - ae 

^ 3In passenger shipping; the néw style of cruise’ ‘developments, 

~ should provide: ‘more stable returns. “The basic P&O policy > 
iš ‘to’ use: funds for tlie best retürn and not to persist. with"low-" 
yielding activities where tliere is no prospect. of recovery. Cash“ 

Ds and. underlying strength will be used ‘to. “expand profitable ; 

. eğisting businesses and. to brafich into’ new .onés; . 

"Against this policy and against the present ‘operational back- . 
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at Deceniber: dE 197%: andi is: the coigany' 3 ultimate holding :. 


Parent's s as is to: cd in i background. 


. Lindustrios x th 


- 


company’. "ES 
‘A few more acquisitions by dar. issues und the ICI holding ` 
'asa percentage of the ‘whole’ will be; further. whittled eves A: 


Ex UA n 


ue i mE um 
y ENEFITS’ stemming: from’a: divetiea c compariy. "th. ac 
broad. spread of’ management are. riot always: ‘made as clear. 
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as they. are ‘in. the case of the Lindustries group. "Mtr, William ^ 


: - Luke; the chairman, recounts in his. annual statement “that i in the at ; E. : 


. : “ground. ‘Lord. Inchcape | is bold eiiough to fotecast current year. "group's Polymer division the largest subsidiary; William Warne - oe 
E : iprófits' approaching £20 million, including: associated © ;cóm- 


parties" 


holders, ‘that: the füture for oe baat ae ‘is now  brighterithan, 
det before i i 
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Satisfactory’. dor qs 09. den 
que is need, once. again; for. tis: coluin to. rake! its 
potest at: the,usé.óf the: word 'satisfactory'" in company 

2 reports and. statements: ‘Satisfactory? ï is a word that may: well. 

nean- much to the üser who knows. what kind of. ‘satisfactory’ he ^ 

jmeàns. But to the reader ot to the. listener ‘satisfactory’ does not ` 
mean à thing,'and it is the reader and the listener who sürely :. 
est to be accurately informed.” ` 

* At the recent ‘Granada’ Group A meeting. ia Bamit - 

- described a 35 per.cent current year expansión in'sales and profits 

"da ‘satisfactory’. In all probability 20 per cenit, or. do pu cent > 

would: havé been: described: the same way..- 

In his statement with the;accounts of Comde bena: 
_ -Comipany, Mr T, As Pilkington reports "buying 337, goo-shares 
"in Australian Assets for £1. 57;497 and selling them some months, ' 
"later and - realizing £310,000. . 
Pilkington regards as a ‘satisfactory result’ and one is. tempted to 
“wonder what kindof profit inr the’ space of some “months. Mr 
: "Pilkington would consider good. Or would a mere 50 per ‘cent ` 


~a 
Yi La 


. profitan some months-be bad? : 
“Mr Pilkington. closes hiş. statement with. d bus E Took 

“forward with, confidence: to -another ‘satisfactory year’: That.:. 

-presumably ‘means 3:95 per cent rise in profits which, according’ : 

; to-Mr DEL MES s own adinigsion; che considers ' a satisfactory 

; result" 
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IMPERIAL "Metal: Tadustiiés’ accounts: äre- N avail 
‘[bresentéd, documented and: detailed. 'I'here.is'a strong feel'of . 
"itidependehee and “keen . management “about :IMI: and: the: . 
"people. in it. "There always has;been. Meet IME directors. and |- 
executives and oné-meets keen. ‘people. And there is success in. 


: figures but excluding extraordinary “items: “There can ' hurtful loss’. "T'he'situátion-has now: greatly, ‘improved and thé" 
-;be no doubt’, IZord Inchcape concludes his statement to share- . ‘company. is back-to pfofits:- SN 


E management that. canbe- brought ` in ‘at: very short -notic to” 


© &:Co of Barking, *had'a disastrous year and ‘turned i in'a really“: 


TR 4 
A 


E. 


But last: June, after.a serious si strike thé previous’ E the." f ‘ i 
7 füture'of the subsidiary | looked ‘very bleak’. It was ‘decided. then 


ay 


"to,second.a management team from the Engineering. Divisions ` 
` to provide temporary help. Within stcli‘a’ diversified. organiza- | 


tion.as industries there is the, advantage ofa broad spread-of. - 


TA qu ee 
` 


»'strengtheri any section iof. the business, that UE lack those.: ME 


only be’ achieved by introducing. management from«outside: : 


Printing Tee 
This 95 ‘per cent profit Mr. 2 


intent.: In. order ‘to’ ‘Buy. the Birkenhead News. and its assóçiated | 3 


2 The 197. accounts of: The ridet Penn a printing. iu j 
sion. loss: of 132/324. ori turnover .of 42,912,139 . arid the. 


a balance. sheet value of some £1,300, ooo, .Of the ret loss of | 


fhe organization’ as well: Earnings have risen just over he fnillion p 


‘to: L 10:69-million since 1968. 
> Pre-tax ‘and interest profits: adni metal profits or cee 
"as a, percentage of tangible assets. employed,. have, risen from 


Ts 


up per cent in 1963-to 15*3' per. .cent in 1972, -with ‘only. two ` 


:minor checks ‘onthe , way.’ Expertise -and independence have’: 


E 3been.well married. andi is'that why. IMI has Biown away from. 


4 
"T NS S ~ 


its parent?" 


“Imperial Metal. Tada isa ‘subsidiary of I&iperial mu. "the Royal ‘Institute of British: Architects, and with medical ré-.. 


E "adlteien ‘but’ ‘the reader . of. the. IMI report has. to. search ` 
:diligéntly to find: the evidence. Finally it-is found in ‘Note 10. ’ 
^ Share,Capital’; and in the final two and a half lines at.the. bottom ` 


5 : f spage 26. pu Chemical Industries Ltd: was: the beneficial, oci) cominercial radio.) i 
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-to, £390,000, with another £250,000 transferred 'to reserves.'' 
in ‘the 1972. accounts} leaving £250,000. to. be written off, as an 
i extraordinary item in'thé 1973 accounts. ^ . . : ; 


In the» Liverpool Post ‘case “it is’ the’ ‘setting. up of companies 


zu 


on oy 


^ 


resources. . d 
In this;case Williara: Warne’ was: ua iud there had to vr, 
be some redundancies ‘and ‘the. group 'intention:i ‘is ‘to süpport. the: a j 
management by thodernizing production’ facilities": This “is” 
‘good a it is.still remarkable that. even'within.a group. ‘such as. 
` Lindustriés reorganization of a , particular. subsidiary could: 


: One ¢an‘.almost hear the original Warne, Banc | 
complaining: “They’re. only” doing what ; we said ‘waited Boing . 
ages ago put they didn’t listen t to us.’ 
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DRINTING would’seem to bes EN lopibal' c die aon for at. 

: heWspaper company. ‘but that has not ‘proved the case for The : i 
Liverpool. Post:& Echo: Probably: this is because the company | 
became involved in general printing by. necessity ‘rather ‘than 
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. disposal of Willmer Brothers. The loss; on disposal is included - 
in a figure 'of £106, srs Of such ‘Tosses included ‘inthe’ ‘year’s 
‘Extraordinary Items. “There: were also profits. of £224,069. on. 
- sales of investments. 

. "Tinling x was sold just month.: (Œ a for i 500, 608 ignit. 


£800,000, provision had. been made'in previous years-amountirig 


‘What is compatible, diversification for à newspaper x éompatiy?: 


collating, presenting and. distributing ‘data. for: professional . 7 
* bodies.. ‘and > » organizations.- So far there are associations with - 


“search through the Medical & Technical Publishing. Company. © 
^A small employment. agency. has also been’ started as;a pilot * 
scheme in Liverpool atid there 1 is also p planned iivoliement. in. 
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a - dangerous reversal of monetary: ‘anid fiscal policy when eat) xd ‘almost tò confiscation... e 
e inomy ne but ev reaches full employment. 
a ‘But just as the property world went to’ a ridiculi: bullish ` 
A d NN S e de i RS AN Xu extreme a year ago,: it-has gone to a ridiculously bearish one now. . 
D s ee ai f E hs : E "The change in attitude is, also. another reflection of. the point : Cui 
^, 1 EFE the City ‘has heen daw: to accept: this i p iot ‘the that the Government cannot afford: to oe the: conàéquerices n 
> ‘TBridger, it was "Seti mot. slow to br Lipid that the of open market Sonde" es E EE 
: der ae n in : ne ine Oo wt Tr T 
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NOTHER ‘week: T dining 'to equate thé i Budget. m 
NES situation and the balance between the time that the." 

: Sano needs: for its/policies and’ the: time that it: has, at 

its. disposal has left the’ City still bearish. 

- Consideration, of the Budget has crystallized into, doubt about’ 
te prospect: of^ success for the Charicellor’s attempt at” a 

. solution for ‘the’ Government's main -próblem. "The. problem 
^de tto finance the -public : 'sector's. borrowing requirements. of- 
- £4,423 million -without récourse: to the banking system, and, 

~ ‘therefore, expansion óf the money supply. - ; 

: The attempted: solution is. a néw investor. package. "This, 

- ‘contains. ‘the issue of ‘£1,000 million. of convertible gilt-edged ' 
' gtéck and. £300. million of: low. coupon. short-dated ‘stock, the 

. re-introduction of company tax reserve certificates in the guise’ ' 
of:tax- deposit accounts, an increase in the permitted National. 


7 a z* 'Saviügs Certificate holding, new British Savings Bonds, improved: -` 


> Premium. Bond terms, an increase in the. tax-free element’ 
in ‘savings accounts and the employee share saving scheme. ` 

^ Representative of :the “City «view, on. this. package is^ the. 

" comment im the. Budget ‘survey from ` London : stockbrokers ” ^g 
| W: Greenwell.&. Co. The Greenwell commentators .-write: 
‘The Budget has recognized the urgency. ‘and importance of | 
the problem by introducing measures to. increase savings by the: 
“non-bank sector which we find to be totally inadequate. The 
. "prospect of faster growth, in money ‘supply at this - stage: of 

'* the economié cycle is indeed disturbing. It:is no less.than the . 
uiidermining of the Prices andi Incomes‘ Policy," continuing 
. pressure on sterling to float lower, and the need for a-sharp.and 
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Budget not iis jum d tie jn tiie igl "T interest’ 
rates. bùt- énforced | a _higher. one: But it remains to be seen “ 


`- whethér . or not the- Government can accept the full political " 
' consequences of a free-for-all'in interest rates any more than it ” 


"Was “able to. accept. indistrial consequences of the. otiginal : 
market forces policy: . e d 

, Ít is one thing. to allow and even fs interest rates to go sky 
high, . but is the „Government . ‘politically preparet. fo accept - 


UM 
oa 


C'IYÓ, Ir Or éven 12° "per. cent building Society mortgage , rates? .. 


The ‘Government. i is Supposed , to be. réckoning on-a plentiful” 
supply of mortgage money-this year., The supply: will only’ be ` 
plentifuliat ‘a: price. -The building -societies are; anxious for. d^ 
to be known that the ‘Government i is | responsible. ‘for higher. 
interest rates. 
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Rue at Ere apparent Téniency with which land: Tq pro-.. ; 
perty, developers: were treated; in’ the: ‘Budget ` "after all the; -, 
alarms and‘ excursions beforehand: has been tempered by ‘the, 

-knowledge that Mr: Barber's: ‘piece was only part of the: ‘property | 


. package. "There are, few. if any. good. words spoken. fot the próz.. 


perty world now ~ at least not outside i it. Just as it was fashion- E i 
able at. this time last year to consider property the. ‘beginning, Í 
middle | and- end of investment, it is now just. as fashionable: fo ii 
insist-that.the day of | property . investment: is over arid that the : 


. Government's complete’ property, taxation package will amount. 
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| companies} 


Mandat companies ... 


ed by experts to meet the precise needs of the 
business concerned, they reflect current legal peeves 


immediate’ companies 






Simplified company formations using pre-drafted standard ' B 


Memorandum & Articles for extra speed and SUING, 


"| 
‘ready-made’ companies 


Inéorporated Private “ESR with £100 authorised 
ca ital. 


‘special companies . | | 
We are expert in forming Guarantee Companies, Public 
Companies, Unlimited Companies, Charities; Industrial & 


Provident Societies and a Associations 
& societies. f 


Telephone: 01-2536214 Telex:261010 . ^. "B 


Jordan & Sons Limited, 
Wilec House, City Road, 
London EC1Y 2BX. 


E 4 j 
Many hundreds of accoüntants have found the right job: 
through this useful service. Our information centre (near 

Moorgate Station) pecs details on jobs, prospects and 

client firms. Consultants are always available to discuss 

. your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES. 


rm-filling - study the classified registers. Over 500 vacancies 
the U.K. and overseas offer you the widest choice. Ring 
- for relevant list! . 


blic Practice: L. Kelleher, 01-628 4550 
More’ than 300 Professional firms utilize our services in 
‘engagement. of all grades. of staff from Articled Clerks 
to Partners. Salaries: U.K. TUB TOME Overseas — up to 
, £10,000, _ 


Commerce and Industry: R. Thornhili, 01—628 8860. 


' Vacancies cover the whole range from Trainee to Financial 
ere Salaries: up to £7,000+. 


z be posted to you Or you can drop in and — without any . 
i 


emporary Staff: M. Farrer, 01-628 0391; . 
erms are better than is usual for temporary assignments. 


t| 
i EMPLOYERS: Our register of candidates lists hundreds of — 
{Accountants we have interviewed in depth, and perhaps one ` 


T them is the man you seck. To find out ring me now and |j 
shall let you know within the hour. 
R. Thornhill, ee 8869 


i RICHARD OWEN ASSOCIATES 


| 47 Finsbury Court, Finsbury Pavement, London EC2A 1HT 
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- You could have these - 
letters after your name. 
. withS0A. | 
- guaranteed tuition. 
Qualifications are the key to success. Without them, you 
-could stay in the same old rut for yam With them, the way 


. to the top is wide open. 


We're now offering you a home study course with a 


~ unique benefit: a course which guarantees to coach you 


until you get the qualifications you need! It's a fact! We go 
on coaching you until you pass your exams. And thousands — 
have already passed through The School of Accountancy — 
thousands of successes in professional examinations!7omajor_ 
prizes, including 20 S. Laurence Gill Prizes, 29 Leverhulme . . 
13 Donald L. Moran Prizes, 10-George Russell 
Prizes and many more. Last year many of our students - 
re-enrolled for further qualifications 'after passing their 


examinations — and many. more of our enrolments were : 


entirely the: result of recommendations from former SOA 
students. Once you’ve-experienced success through SOA, 
“you'll realise there's no reason why you can’t go right to the top. 

With the School of Accountancy you study in your own ` 
home, at. your own time,.at your own pace. All material is 
specially designed to develop individual potential: You are 


- coached by a tutor who is a highly qualified expert in your 


field. He will guide you through the course and the model 
answers, step by step. And give you advice on exam . 
techniques. : 

Find out about the School of Accountancy. Fill in this 
coupon and send it off e oue first step on the Ioue to 
SUCCESS. l 


Your way to success starts here! | 


SS SS — H— MÀ —MÀH—l n n eee ee - 


| Post this coupon today to: l 


The School of Accountancy & Business Studies, ' | 
| im Regent House, Stewarts Road, London SW8 4UJ 


10 Regent House, 341 Argyle Street, Glasgow G2 8LW. 
Subject or Examination 

NAME 
ADDRESS 





. AGE 





aas 
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LESE & Business Studies ssr. zro 
Accredited by the Council for the Accreditation 
' d ` òf Correspondence Colleges, 


d 
| 
| 
| 
"The School of Accountancy | 
i 
1 
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‘SHAR ES: 
/SAVINGS . 





"Prompt withdrawals. - 


C ET T Ear! of. Kionout, FR.LC.S; 

. Sir Ian A. Mactaggart, Bt; `." 

Rt. Hon. Lord Meston; RE 2s 
. | RP. Rudof. | o? M P 





Specialized Tuition for the 
Examinations of the 


institute of Chartered 
Accountants. 


At the examinations leading to to hittin of Cred Asonntant, Mats 
,; Dolltan College students have gained over: , WT 


-- 1,000 SUCCESSES AND 350 HONOURS. 


: lading: fata firm places, ‘thirty-eight second places, sixty-six third and fourth | 





numerous medals and scholarships. 
E peli recede uideat bsec 
ed 
more sixty ching, i ee oS DES 
X À eripe ai im d successful. - : | The Ent i 
*.H pfu, up-to-daje study notes, mostly in printed: ise Colo of 
x Ad is test practice and tutorial criticism. EO 
uable self-examination questions. - M 
* Rial publications, of the Institute, RU P ape repelate 
. -to the In Intermediate.and Final examina ' 
m JOINT DIPLOMA IN MANAGEMENT . . 
ET ACCOUNTING SERVICES .— . | 8 
‘CERTIFICATE IN.MANAGEMENT `. 
INFORMATION 3i 
The above-mentioned: examinations are open to. 
‘members of the Institute and have been instituted to 
improve the standard of accoun -services and - 
to encourage ndy in the Increasingly important field 


` of business administration and- organization respec- College, xs Albans. 


‘tively. When applying for particulars of the Col ` . ral ay 
expert postal courses, please specify the E eere ga ea ew! 


” - Write today for a free copy. of this College * Accountancy’ dern to the 
Metropolitan College, St.Albans (AI), or. “CALL at id toria 

London EC4N 4S ‘Telephone. 01-248 6874. 
Monday: to THU telephone misksaqes arere 
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` Accredited by the’ aa the Accreditation of Correspondence C Colleges. 
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“The sign of higher E aan 
interest with trustee security - 


E WITH INCOME ; as EQUIVALENT - 
C J- TAX PAID .GROSS RETURN ` 
at basic rate of. 30%" 
| 6- 4 x ca iB E Be x 
I 20TA 210% os 
are Y ar l oe hr 
E255 0575 px "a 


4 ' 
Rem J 


‘No ‘fixed term restrictions. : Trustee statüs. i " on 
The sate and simple way for income tax. ‘payers to secure increased income with liquidity of cipital en ee 


`, For full information and latest Reportand -` 
‘Accounts, please write or phone:— ao A, pet V 
“Directors: Rt. Hon, Lord Ognate, P.C; T.D. (Chairman); 

MIX UM Pr = Building Socie 


“4 Cavendish Place, WtM 0AQ. Telepfiono: 01 :637 3041 
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Now: Available AMENDMENT SHEETS ies 
-the fifth edition of DA 


IRISH INCOME TAX 
and CORPORATION 
PROFITS TAX - 


by F. N. KELLY, B.A., MiCom., F.C.A. => 


OMM S. CARMICHAEL, F.C:A.., FTL 
`~ "These AMENDMENT SHEETS incorporate, the g | 


relevant details of the FINANCE:ACT 1972, 


. . and bring. the. fifth edition of this, book up t to: 
date. : "T 
Pricé £2 7 


+ 


The SIXTH edition. of IRISH INCOME TAX 
AND ‘CORPORATION ‘PROFITS TAX is 
‘also now available,’ and -includes the changes. 
made: by the. FINANCE ACT. 1972. 


Price £7 e 


„HFL (Publishers) Ltd: 


a) Bow Street, London Ger TAL | uL 
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E Sones two cele ago it was thought that. the ‘Financial 

2 Times Industrial Ordinary share index must surely be 
near the bottom. at 442, but not so; last Friday it wis: 
down to 429:9 às compared. with 495: 1 a year ago and thus ` 
65-2 points lower. By mid-day on Tuesday it had risen, to: 
< 441°3,;but who can say that this- improvement ‘marks a 
return, of investment confidence. T heré have been s0 many . 
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companies and pension funds do not die.. Büt he: can be 


trusted not to re-enter tlie market müch too soon; though - 


‘he is inot immune from mistakes. So. long as the -seem- 


ingly endless disruptioris caused to industry and the services ; 
by thé militants persist, - and i one currency crisis is only. 


temporarily solved to give way to another, the stock-market 


will continue in the doldrums: If these two problems can be : 
broug t under control, the increasing signs. of a widening 





of v Wo Id trade and of a sharp upturn in industrial activity . ee oj. il. 


in th |: UK must sooner or later make some impact on: 
" market trends. Not that there are no disturbing monetary . 
factors such as spiralling interest rates which could inhibit. 
uelit growth, but on past experience, | interest: rates 
' do not always move one way. P. 
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(fixe interest stocks’: : 
| EU Corporation Loans d 
Bur Feu as NN 207. 1872-73 
NE ` Price C - Yield High . Low. 
Slojghà pèr cent 1873-80 |.87 90. 9B 
- Southend-on-Sea 94 per . ‘cent ` P. a 
1981-83. ^. M8. 3 9-4 . 98 
-Sunderland 94 per cent 1977-79 ee 102. ™ 91 103. at 99 - 
101 E d 4 102.77 


" Swa 1808 bo per cent 1 978-80 TT 


Fixed Interest Stocks (Industrial, Comniercial) 





a NT" 1972-73. 
Price : Yield: High Low. 
Es hs Industries 103- per cent E El RE IMPO 
; debenture: 1995-2000 - .." 704 104 (117 t 
. Spi ler 74 per cent | dobontüres l te t is uM 
j} 84-89, ©.. us 78. -94 92 `- , 78 
© Staveley 7a per cent losh 1986-91 .. 69 '110:9 76. 
- Stone E aah cent deberiture NU cR 
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The selected shares i in w sector are not. necessarily put 


i ‘forward as immediate buys but:as sound shares which are 
^ -giving a reasonably. good’ account of ‘themselves at the 


e \ 


paar timè and have ‘growth’ potential. - 
. 1972-73 


| ' PIE. 
E "Price Yield Ratio High Low . 
x : Visca: Papper R 060 - - | zs 
. shares ` . 415 4-8 — 7.438. .387 
'BurmahOilfishares .. '.456 — 36 . - 31 508 437 
_ Boddingtong 26p shares d 153 33 ` — 7 190' -155 
Alexander Howden 10p ao a SRM 2 

| ~: 456xd 26 — :190 . 156 


shares 


™ H 
^-3 


Messina Copper bs E 


“Copper shares are rising with the ptice of the metal and 


this is.a high-class copper ‘share. If world trade continues 


res, and [derstandably so. The institutional: to grow as predicted and as seems inevitable, the demand for 
can afford to take a longer view, and does, since , metals will expand: ind prices will continue to rise. The . 


. risk i 18 that if prices soar too high, a greater use will be made . 


of substitutes. This danger is well understood by producers 
who usually : take tlieir own corrective measures. Messina is . 
not. entirely dependent on copper but has large outside. 
South African interests. Moreover, a major mining finance 
house has a substantial share interest in. Messina’ which 
^will a ‘the, share price. E 


p” 


d 


— 


In the: ‘previous selection Shell Oil indies were recommend- - 


ed at.329 and have already moved up to 334p. The inter- - 


national oil conditions which favour Shell at the present time 


also favour Burmah, but there are additional factors to be : | 


taken into account. Burmah has a 54 per cent interest in 


Below i is our curtent selection of corporation loan dnd -Woodside-Burmah with has a half share dm concessi oHs on 


thé North West Shelf over ari area as large as the UK sector 
of the North Sea. Reserves of some 20 trillion cubic feet of 
gas have already been discovered by Woodside-Burmak, in 
. addition to some discoveries of, oil; yet only a fraction of 


96 the area has been explored. The Stock Exchange valuation 


of the Woodside-Burmah holding i is now in excess of {100 
million. The company is on the take-over trail and between 
1969. and 1971: trading profit has expanded from fr3- CH 


100 million. to. £19 million. A share for the future. 


* Bodiingtóns | 
The performance ‘of this Nstichestef brewery i in recent: 


years has beateri the national average and earlier this year ` 
103: the share price. was almost double of't two years ago. 


Prospects are good. . 


66 Aléxandet Howden = 


Insurance brokers are a major beneficiary from inflation : 
` 67. >and Alexander Howden ‘is a. star „performer. among 
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insurance "Urol ase Just following à T fór 2 scrip issue 
in late 1971 the price of the shares in Noveniber 1971 
was 145p. from which it rose to góp in 1973 and is now. and profitability i is M LL in the current year. 
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- Most of ie investmerit ontact AET 


by insurance companies which are linked 


|. t0 ‘managed funds have’ been intro- 
duced ` by comparatively new- offices.’ 


From their point of view, theré is much ` 


'in' favour of this type of contract since 


^ - there.is virtually no new business strain." 
^. Now, however, the Royal has come into 
" ' this market -with its Shield Manes 


‘Fund’ Policies. ea 
"aget Policies Jinked to this fund will enjoy ac 
.Bumber of advantages. As the Royal 


says, ‘there is always a possibility that a 


‘company transacting only unit-linked. 


business may :be transferred to: "other 


‘owners; but the Royal Shield Managed . 
- Fund is an.integral part of the life fund of - 


, the company. The: Royal is not reserving 


thé right tò delay payment of part or all 


of the cash-in value of units in the fund. 


The jnvestment objective is maximum 
growth in. the value of the: units im the ` 


‘long term. The investment managers 


will not-be seeking exceptional short- 
term results by speculation.: `>- 

‘The charges made by. the Royal will 
consist of an initial ‘charge not exceeding” 


"Sk per cent, in‘ àll,. calculated on- the 


amount, applied.in purchase of units, and 
a. periodical charge at the rate of T. sper 
cent per annum on thé value of the fund. : 
No deductions: will be made from the 
proceeds of the policies on account.of the: 
company's potential capital gains tax 
lability. This will be taken ‘into, account: 


in determining the unit prices; thus, they 


‘underlying investment. 


will not. directly reflect the values of the 


Q5. o 5. d Ó 
A SINGLE premium bond is.a suitable 
vehicle for the reinvestment by the policy 
holdér of the proceeds of a maturing 
Royal life policy (including one originally 
issued by the Liverpool and London 'and 


` Globe or by the Law Union and Rock), 


provided the maturing policy would have 


‘been a qualifying policy under ‘current 


legislation. Provided the proceeds, are 
applied to a single premium bond by the 


. company -and are not paid out to the 
policy holder, the- single premium bond... 
will itself be a qualifying policy. Thus no 
charge to.surtax will arise provided it is 


_ kept.in full force for at least ten years. 


- qualify for income tax relief as it will have 


The single premium will: not, however, 


been applied by the company and not paid 


` by the policy holder. ' 


' of units). ' 


A holder. of a single prémium bond can 


take a loan (related to-a specified ‘number _ 
his could be a useful facility 


C 


^ 


t 


if it looks as though the value of the units 
- may. fall, since, after a fall in value, less 
. money will have to be repaid to the Royal. 


' On the other hand, scope for this, type of 


. speculation may be limited since. invest- 


ment income automàtically i is reinvested 


and the price of the units is suitably 
adjusted. : 


os * i - ^ 
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"FENCHURCH LIFE AND "PENSIONS BROKERS 


. have set out what they consider to be the 


present situation regarding the use of an 
immediate annuity and a life , policy 


under trüst for estate duty mitigation. 
A: life policy. subject to annual or more 
frequent premiums , and issued. under. 


trust is entirely ¢ exempt from.egtate duty 
if the/premiums are paid out of income, 
and the payment: of these: premiums — 


after allowing -for all other normal ex-. 


penditure gifts out of income — does not 


. reduce the estate holder’ s normal standard 


of living. The whole of thé net income of 


an annuity, including the tax-free capital 
-element, is treated: -as income out of 


which the premiums may be paid.: __ 
The point is-made that the Estate Duty 
Office do not regard as 'associated opera- 
tions’ the purchase'of an annuity. and the 
effecting of-a life policy if the policy is 
issued. after. full evidence of health has 
-been óbtained and on the same terms as if 
the annuity had not been ‘bought. 
Fenchurch, as -brokers, invariably place 
the annuity and life policy with two differ- 


‘ent insurance companies, so that the’: 


client: gets the best terms available for 
each. This also puts the independence of 


‘the two contracts beyond question... 
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" A SINGLE premiun bond can, be a useful 


vehicle for selling units in an authorized ' 


unit: trust. This is the view. taken by. 


British Life Reliance who "have intro- 
duced the British - Life Opportunity 


- Bond. The whole of the single premium , 
‘is invested in Opportunity Units at the. 
ruling offer price. The expenses of. man- 


agement and life assurance, are provided 
from thé.difference between bid 5 offer 


prices. 


By adopting ae nehod, it is "possible 
for units to be sold to the public and for 
intermediaries to be paid nórmal com- 
mission!,for a single premium policy, 


rather than the commission payable for ` 
the sale. of units. British Life Reliance 


. looks upon this as a complementary | bond 


. to its property. bond. 


.lhe capital gains ar d i that, ' 


" t 


7 
; H 


„will ‘make a deduction. for capital gains 
tax on. the gains arising from "capital ., 
growth. The current deduction is ro per , 


cent of the capital. gain.; There is a 


guaranteed minimum sum assured on 


death. For those" dp to the age of 30 at. T. 
entry, 


` r5o per cent of the single premium. For: 


the minimum sum. assured is 


the higher age levels, this reduces. For 
instance, for anyone joining who is aged ` 
from';45 to 49 inclusive, the ` minimum .. 


sum assured. would be: 120 percent of the E 
; single premium, 


CRUSADER INSURANCE CO have issued a 
new guaranteed annuity investment bond. 


‘This provides.a deferred annuity with a . 
choice of deferred periods from nine to - 


24. years. À bond holder may elect to 


receive payment ‘of the annuity (or the ^ 
equivalent cash option) at.the end of the 

‘deferred: period, ,or at any of the four’. 
policy anniversaries:immediately prior to ` 


that date, Thus; for a bond with a deferred 
period of nine years, - -the’ first: possible ` 
vesting date is at the.end of five years. ` 

On surrender at any time before the 


first optional vesting' date, the value ‘of 


B pues xd cum another i for 3. scrip. The group continues to ` 
trade most satisfactorily and further growth iri, turnover 


"when the bond is’ cashed, the company . 


Li 


the bond.will be 95 per cent of the single - iN. 


premium accumulated at compound ` 
interest at 5 per cent per annum. If the 
first optional vesting date has passed, the 


less than the cash option which would have ` 
" been available on the vesting date immedi- ` 


ately preceding the date of surrender. | ~ ` 


OS o 
THE managers/of M & G European: and 
General Fund have reported that their 
investments in Norway, and, Denmark ^ 
have performed exceptionally well, despite 


the relatively small’, percentages “com- `. 
\ mitted to those. markets. The managers . 


have not only taken into account the 
relative ‘attractions of various European 
markets, but have aimed to give promin- 
ence to those industries whose outlook . 
seems particularly attractive. As a result, 


' emphasis has béen given to’shipping, oils, 


chemicals, pharmaceuticals and financials. 
The managers consider the outlook’ for 


European markets in 1973 to be encourag- ... 


ing, and they anticipate further growth - 


. in gross national ‘products and corporate 


profits ^in all^,Continental European 
markets. The view is held that, although . 
' further measures may be taken to dampen. | 


Y. inflation, they will not be sufficiently severe , 


to inhibit the recoyeries now under way. 


surrender value is guaranteed. to be not. 
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Computer Security . . . 
by PETER HAMILTON. ALLII- x 
` “Cassell, 3:50. us Pe 3 = Or A 
Computer security has — fai too little attention both.i in 


the literature and in real life. Yet the concentration of data into : 


a single centre in a computer-based system, and the speed with - 
which| that dáta can be extracted: from ‘the: system, makes a 


business which relies on the computer for.its major informational ' 


needs H 
busin 


articularly vulnerable. If data is lost or misused. the 
may be in real jeopatdy because it relies on past data 


to con uct current operations, and.because knowledge of its’ 
activities in the hands of those with evil intentions may destroy . 


its CO etitiveness. 

are thoge of the subjects of data collection: As information about. 

individuals becomes concentrated in à single centre, particularly 

within igovernment-controlled. systems, unauthorized use of that , 

data may include attempts to control or subvert the population. 
This book, which claims to be the first covering the area, 


analyses the particular threats. posed by computer use.to the ` 


firm and the individual, and methods of combating them. The 
hazards are set out within the context of modern society with its 
incr 
Even now it seems strange to see that one of the areas where-not 
‘to locate your computer is near an educational establishment., 
The author has spent most of his working life in security. and 
intelligence work, and his practical approach to the problem — 
some may call it harsh — comes to grips with the reality of the 
risks that are inherent in even the most ‘unsophisticated use of 
computers.It should be compulsory reading for all top managers . 


; and those concerned with running computer systems. . ^ 
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Gui eto the Estate Duty Statutes ~ `, 


edition by G. S. A: WrEATCROFT, MA; ' 
-& Maxwell, 3730, páperback [rgo] 


ook is divided into three parts: Part I is-a 1g- page odes 
tive form to the estate.duty statutes; Part II sets out the 
P of those statutes, less: those provisions which the editor 
regards as of minimal importance; and Part IIT contains ‘the 
extra-statutory concessions published by: the Inland Revenue 
and relevant to deaths after March 21st, 1972. 

n Part II, where a statute amends an earlier státute the 






p vate provisions appear in the earlier statute; thus, the pro- 


visions of séction 2 (1) (b) of the Finance Act 1894 substituted . 

069: appear in the section which sets out the Finance Act 
18944 A welcome iriclusion is the legislation contained in‘section ` 
'"21 (€ ) of the Finance. Act: 1922, and amending legislation in 


relation to surtax companies. ‘This is relevant to the special 


. provisions in sections 44, 46, 5 5 and’ 56 of the pne Act1940 : 
which are confined to companies of a certain kind. ` 

T e book very properly confines itself to the laws as applying 
to deaths after March/21st, 1972. The loss in comprehensiveness 


is more than made up by the gain in simplicity. Part IV. gives. 
references to the double taxation agreements relating to estate ` 


dut; now in force, while Part V contains a table. of current 
está e duty , rates. There i is a four page index. . 
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In addition to the hazards’ of the u users of a | computer, diee 


sing level of crime, violence of all kinds, and social unrest. 


” 


"Business Taxation: T og 9 x 
by J. M. COPE, ^. H vu t 
Nelson, £3: 95. °°) S i : 


. This study of taxation extends well e the scope Hawi 


. by the title, although the central core of the study is concerned 


` with the taxation of businesses, ranging from sole traders to 


. corporate undertakings. In particular it: discusses tax planning 
with reference’ to the various forms of business undertaking, 
employment contracts, sale of know-how and ‘capital assets, as 
well as VAT. ` 

. The primary purpose of the study i is to provide students of 
. business subjects with an understanding of taxation and the role 
- if plays in business affairs. It should be most helpful to CNAA. 


, students taking degrees in business studies, including a tax’ ' 


paper. . . 
It can also be recommended:to newly qualified accountants | 
who tend to be immersed in the detail of tax computations and - 


often lack an understanding of the wider role of fiscal policy 


and taxation. Each chapter concludes with a number of questions | 


and topics for discussion: It is-a useful addition to the small 
number of tax books’ which look at the subject beyond. the terms 
“of: the relevant ‘Acts. PE 


Business Cost-Benefit Analysis 
by R.F: T. DEWHURST, MA; ‘PGA, ` 
McGraw-Hill, £490.. 


The main ait of this book is ; the aane bf money values on - 
those benefits ‘hitherto thought to be unquantifiable and which 
lie in the social/economic field (research, advertising, publicity)" 
and the personal field (noise, pollution; congestion). 

"The author, a chartered accountant, is now senior lecturer 
in finance in the Department of Industrial and Business Studies 
at the University of Warwick. As a mathematics scholar at 
‘Oxford, and the author of Mathematics for Accountants and 
Managers; inevitably much of the writing has a^mathematical 
“background and flavqur. Almost all the detailed mathematical 
work is contained. in one chapter which does not have to be 
read in its entirety in order to understand the book: The chapter 
on,Marketing has been written by: a fellow-lecturer of the 
author, 

The book discusses current gua ac dnon: ipi s of 
: cost-benefits, sets out’ the problems of applying the decision- 
. making process to an organization, discussing at some length ` 
‘the problem of time (discounted cash flow, interest rates trend 
of inflation, debasement of currency, incidence of tax) common 
. to all decision choices where costs ‘usually are incurred before 
benefits are received. The latter part of the book deals with the 
application of these problems to situations — measuring manage- 
ment.(marginal revenue, standard costs), technological fore- 
casting (demand, trend analysis, sources of technical knowl- 
edge), marketing’ expenditure (new products, distribution and 
related facilities, pricing, competition, advertising). and training . 
(on the job, outside, trainees). ' 

In the preface, tlie author states that the main thésis running 
through the book. is his approach -to -decision-making. It is 
TOCHTOIE! in many ways a personal testament. 


The Basic Arts of Management 
‘by. W. J. TAYLOR and T. F. WATLING. 
Business Books, L3 75- 


Both authors are experienced mariagers. voting: on complex 
computer systems with ICL and have lectured extensively on 
management subjects, both in the UK and the continent. 

The book sets out to give some practical guidance to the new 
bugs d and to o make the 
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dio T for TEN taking management’ 8.8: e NT Alccady, XM Severe unemployment, | in sóme e ‘pats of ‘Britain, 
“in professional examinations, or a.diploma in Mnandgement. | British workers have gone to work in-the EEC, This books covers. 
z "Ehe book is divided: into four parts, the, first three. covering ' all member couritries of the enlarged Community as. well a8: 
managing yourself, managing people and managing money. The- . Norway } which was, when: the, work was is prepared, etpecttd to 
fourth part deals with n. techniques. which are available. to, - - join. ase 
assist the manager in achieving results, such-as project manage- “Following án infroductoty. apir on (the status ‘of; migrant 
" ment’ techniques, marketing techniqués and network. analysis.- - workers ‘under the Cornmission's rules and a socio-economic 
- A‘chapter is devoted to the assistance that. omnis can pro; comparison of the member countries, a'series of chapters is 
. vide in the management scene.. devoted to individual member countries’ labour conditions and ` 
The contents are applicable to tlie shales fange of. the manu- relations. Tt provides a most useful review. of material: and | 
. facturing, coristruction and. distribution industries, ‘commercial: information which i is not TS available. DON SUE 
and financial organizations , and to‘ nationalized industries and." ME S au 
central and local. governments. In the words of the foreword by. | RECENT PUBLICATIONS ` ^, 


the chairman of British Railways Board; ‘the book has ,no y MER CONTROL . "TECHNIQUES IN THE RUBBER. INDUSTRY, ` 
Phe be bounds > - -x fourth edition, prepared by the. Accountants’ Committee:of the 

. ook'is eminently ic bI and the six das constitut- - ^. - British Rubber Manufacturers’ Association,’ 110 pp: 8$ x6. 
ing the: ‘section Mancing yunan, contain’ mun common: ` SILKE on SOUTH, AFRICAN INCOME Tax, seventh edition, by A. S. 


Q D 


r 


— 


; ense. = & " m : Silke, M.COM., PH.D.,. C.A. (a), ¥-C.A;, ONG PP., 10X6, 
l Sac,” JL X« e Juta & Co Ltd.; £1845: " 2 
"CORPORATE FINANCIAL REPORTING, acd by Alfred ‘Rappaport 2 
Employment Conditions i in Europe. i $a and Lente Revsine; ži Tas pp: 94% 6 Commerce Clearing , 
by: MARGARET STEWART. ze oca FI M E ve House, Inc., $15; | E DIM 
Gower Press, LT 50. ; ME » SECHS 2 Ae a Be THE HAMBRO TAx GUDE 1972-73, by A. S. Silke and W. 


©- Sinclair, F.C.A., 205 pp. 9X6. Robert "Yeatman, £2.. °°. 
Within membership of the European Besnomie Community, . Tus COMPUTER AND ‘Business, Dur & Bradstreet, edited: Br c 
eeu monay between member coüntries can take place freely. . e M EM 173 Pp. 9X sł. Foulsham, £2. TENT 
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; of VAT, whether the je preset state of thé law is intentional or. rnot. 
: c0. Yours faithfully, ' | 


F p CE QE p s A. W. DIXON, FCA, 
` London Wr. Fun Horano & HOLLAND. Lip 
| Audits for Employese: a, Me NM. MN 
“Sir, — Further to the article by J. R. Dyson, B. T A. GA, in your, 
. March 8th i issue, the basic point raised. Seems to be that there is | 
.. no. adequate and informative repoi to employees. who are 
ata disadvantage comipared, to shareholders. . 
May I ask what is to stop them becoming shareholders: in the | 
"T usual manner by buying if. only one share in-the company in. 
t Which they are employed. here is rio law against it and as I see 
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VAT: Tax Point for Prepayments” 


ec ‘company. : 
‘Sr Mt OF H Derrick’s letter: i in’ your issue of March.. Ist.. No’ legislation is required fir this; a union or group or even an 
“concerning the tax: point for’ prepayments stimulated : me to "individual i is at perfect liberty to do this at any tirne and this will ; 
- study again the relevant section of the Finance: Act r972.:.l -entitle ‘them:to ask any question they like at annual. general 
: entirely:agree with. his point about the effect of section 7 (5); meetings and to have their ‘bay. : 
„ànd join him in hoping that H.M. Customs and Excise will I once worked for Warner Bros NR bici - it was a 
* resist the temptation to. ‘tinker. with the law’, excépt perhaps, more or less annual affair. for Harry, Jack and Albért.to ‘ 
to clarify. the point thát prepayments are, not: taxable." - sS o shares to the; Warner Club, who om behalf ‘of all-its members 
He rightly says, that the accounting probletns caused by. a (the employees of the company throughout the world) were - 
change, in the law would be, formidable. My own company: . shareholders in-the company. they worked for. IFI remember - 
supplies 
rated; exported and exempt, and also goods taxed on the gross. company ánd as.they were well informed and respected membérs: 
margin. In many cases we require to be paid in adyance, in full! their opinion. was: valued, even though: the, club: they repre- 


~ or in part, for supplies in all these, categories. Clearly; if HM ` sented was never at any time other than a minority shareholding, 


Customs and Excise succeed in their . declared‘ intention of. albeit an important one in a proxy fight.’ . 

: changing'the law so: that payments in advance become taxable,  — Why can’t the same principle. be adopted here and the ‘Voice 

Amy company and others, like it will face an additional analysis of the oker be legitimately. heard at annual general mee 
‘burden of. almost. intolerable proportions. Our one corisolation Perhaps.we would never have had à Rolls-Royce. débâcle if this- 

will'be'the plight;of the unfortunate customs officer o is ‘had been the,case; or John Metcalfe standing 1 ata meeting of 

. given the task of: checking : the result... ` ` the Woolworth shareholders and telling them. at ‘the dividend ` 

The ‘concept of the supply of “goods or fhe ` issue. sb ‘a. ae ; policy had been too generous to shareholders in previous years . 
invoice às the taxable ae is | both. simple. ae fair. i: it ; really: 2m that insufficient. at fun 
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E hecessaty to. increase A difficulties caused. by the ETA ] 


dt it might be a very beneficial Las in the prp of- the | 


goods , and services which are standard-rated, zero- correctly, the officers of the club were important ı members of the’. . 


ds had, em em in. the: Business to 
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Re sults refle ct sharp est 





rise in interest rates ever 


Salient points from the Sidicmont by Mr. David Whitby, Gharman of Gillett 
Brothers Discount Company Limited, on the year to 31st January, 1973. 








Bond market fluctuations 

InJ une the market suffered: violent price: fluctuations 
and a loss of confidence. Bond profits have therefore 
been hard to earn and investments have depreciated. 


Commercial Bills 
These haye been the most profitable 
section of our business. In difficult 
conditions a substantial turnover 
* X has been achieved and margins 

, maintained. p 


Overseas expansion 


The subsidiary, Kirkland- Whittaker 

Group Ltd., are now firmly 

AN : established i in the Channel Islands 
ys k -` - andare setting up broking | 
subsidiaries in Amsterdam and 
Milan. In North America further 
growth is expected. The Discount 
Company of Singapore (20 7; owned) 
are making an encouraging start in 





Points from the 1973 accounts 








| 1973 1972 - HI new Singapore money market. 
Group profit after Eas A 
taxand-transfer — , Dividend maintained 
TORO lal £421,872 £647,686 | The results are considerably less 
` Ordinary dividend - 20% ~ = = 184% | favourable than last year's, which 






Capital and reserves £3,673,390 £3,660,268 
£151,114,529 £161,486,924 


were a record; nevertheless we are 

recommending an unchanged final 

dividend, effectively maintaining the 
. dividend on the increased capital. 






‘Total assets 








Eos Gillett Brothers Discount Company Limited 
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“was. ‘established in- 1942 to provide a. professional Giganization for: dccountants and: financial executives 


, employed in commercial, industrial. and other undertakings, , and.to promote ‘and encourage. the. study of the- 


^ special próblems relating’ to the- design and use 9r ,8ccóunting Procedures i in the Service of management. 


£ 


" Meniboiship is obtainable by. examination oH The ‘syllabus has been developed. to rneet the needs. of 


$ TO as distinct from those of public practice. The commercial: accountant must be a specialist; trained in 
. business for business; his function i is to devise systems'for recording, analysing and presenting the information _ 
_which management requis if itis to reach rational GOCISIODS, a B E E 
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A jamanii cicord of all: tax 
decisions of the Courts 'of England, 


Scotland and Northern 1reland in- 
“cluding i income tax, surtax, corpora. 
tion tax, capital gains tax, estate duty, 3 


ANN duty and-value added tax. 


v zn * P * 


‘The reports, published frequently, | 
lucid summaries of the: 
na cases, verbatim: reports of the judg-. 


contain 
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. A . cumulative’ volume 
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all stated cáses .and short explana- 


the Editor. i T 


‘ 
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Vo s 


ments, ‘the eer UU HON in fall ‘of 


‘tory notes on. the agmen by 


index : 


appears with every part, the final 


. panied. by. comprehensive case and 
subject dion | 


k E 


- The Annotated Tax. Cases, first. published: in | 1922, are auhena. 


DE | ^  . “for citation in the Courts. 


| Annual subscription: £5. post. free `. 4 ky 


E  GEE & CO (PUBLISHERS) LIMITED . 
iue. TN RSS Strand, London WIRE. J. s A ae | U 


e.. /part of each volume being accom- ` 
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; sidered were among the matters con. “Benson, Li H. Clak J 
sider | Ls "TE | Dun N. C. Elliott, M. R: 
Council elections © | Mate Meli p a Wadi | 
on. 
Thirty-six candidates have ‘been nomi-. S. 
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.At.a meeting of the Council ‘of The 
` Englandiand:Wales on March 7th, under Bi 
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money for this purpose. 


pes growth, so fe had. had to A out. and bày. expensive 


I amjsure this suggestion gives a lot of room for thought ind 


is in case far better than legislated employees.rights, which 
will p Ms bcn mean, at best, ill-equipped prejudiced ‘shop 
stewart becoming representatives on-the boards of companies, 
ers A in his right mind wants. - 


think this idea better meets the ideas of Sir Anthony Edén, > 


of po participation. It might mean d minor revolution in 


some be ardrooms as they would know that well-informed and. 
n al eyes were watching Bier performance — but heaven 
knows |w e need it. >- : 


. Yours faithfully, - 


oi ad on T. hames, s Surrey. H. ME 
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Institut of Chartered Accountants .in follows: 
.R. F. Griffiths, M. 


London and District ` 


thè chaitmanship of the President, Mr 
D. S.. Morpeth, T.D., B.COM.; F.C.A., the; 


nated for rthe 23 vacancies.on the Council | 
which, junder the new election’ pro- 

cedures,’ will be filled at the conclusion 

of the annual meeting of the aa : 
on Junelsth, 1973. 


Southern 
A, C. Daer T. vy. 


there will e a contested election: 


“ACCOUNTANT a Pee Lr 


The  candidàtes- in these "areas are, as 


ham and W Midlands : 


can, | 
Grimble, S. R. Harding, E. C. Meade, W. G. 
Medlam, E. E. Ray, D. C. h G. H. Vieler. 


Eastern. 
B. D. Alexander; M. G. Brigham, C. R, P. 


Goodwin, C. F. Horton, W.R: DISHES 


The elections Y will take place i in April and 


prior to attendance at a nine-month course 
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365 
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‘Accounting Treatment of Grants - 


Sm, > The proposed treatment ofi investment grants raida in 
"EDg (March ist issue) i is surely: wrong. If the government con- 
` tributés. toward the'cost of fixed assets it is supplying capital. 


t 


: Why. should the valüe of the asset and the effective depreciation 


. charge be reduced? The whole point of accounting is to produce 
informative figures. If the grant is not shown as capital then 


^ 
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and the rate of return must be misleading. - 


Eo | Si AER Yours faithfully, 
Bay Gams ip 3 
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MICHAEL GREENER. 
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vin: rthe principal’s: office prior to attending 
such course.. Only on successful comple- 


J. Groom, E. e Sayers. ` the principal's quota. 


"Admissions to membership - 
R. Frankel, R: .. Twenty-eight new ‘members : were 
admitted. . E 


Nue 5 | Members present 


- The’ following members of the Council 
attended the meeting: ^" 

Mr D. S. Morpeth, T.D., President. in the 
Chàir; Mr E. K. Wright, Deputy President; 


Gould, D. Rich. - ; 
G. R. Appleyard, B: D. Barton, J. C. Bayley, 


ee Sir Henry «Benson; c.B.E., Messrs D. A. 
Postal ballots will be. held in five con- May. Boothman, L. H. Clark, D. A. Clarke, J. D. 
T" X stituenc areas, but | in ‘the following . ' Particulars of the voting” cde Cormie, : R. W.. Cox, P. H. Dobson, S. M.. 
eight areds there was only one nomipà- were included i in the: te January Newsletter. D Ta J. a eae P Tae E. C. 
ion for bach vacancy, and the candidate EN C ; 2 J. 
tion so » va = Ne aed ih Taxation BPs dieu W..G. eee ros Green, J. P. Grenside, 
ee e i 
effect ed June sth, p 973: ee: a WI The Council: noted. that Dude IÉ- Harris; PE etc, ding, jel” M.R: 
| mi ^ presentatives - shad participated : in con- John, cB, G.. B. Judd, R. O.. À. Keel, 
pels B T cs Herts (E. J. Frary » sultations with the Inland Revenue about oe Kingsmill ou Kitchen. Si p 
Leeds, Bradford and District (G. Tattersall- ' changes affecting the taxation of groups ;g A Maynard, W. R. McBrien E C. Meade. 
Walker). | n of companies. announced in the Budget. `W. G. Medlam, S. A: Middleton, W. Bertram 
~ Liverpool (A. Greer). Nelson, C.B.E., È. J. Newman, D. G.-Richards; 
Northern (S. A. Middleton). . Quota status of Students prior to. CD. W. Robertson, BZG. Rose, - R. G. Slack, 
Sheffield (A, M: C. Staniforth). . - foundation course- H: G.: Smith, G. Tattersall-Walker, A. G. . 
S. Wales pnd Monmouthshire (H. B. Singer) The D.C. U A. H. Walton, D. N. 
West of England (G. H. Kingsmill). . ` The adi um cu quota M. Walton’ J Whitehead, R. G. Wilkes, O.B.E.,. 
^ ca 
In the| following five constituencies E cpi aea S. P. Wilkins, J. C. Montgomery 


Williams, R. G. Wilson. 


true cápital employed, will never be. stated nor will real pronis; 


-` tion of the course will students count on . 


Mr. KJ. Sharp, T.D., Vice-President; Messrs . 


‘have. been modified to take account .of .. ; 

^ . « ‘the fact that attendance at nine-month ` 
: courses will .no longer 'count towards 
"the period of valid articled service. —'. ^ 


Students who are required to attend a 
füll-time- foundation : course arid whose - 


Re- üdirilssion to membership 
under clause 23 of the ` p.» 
Supplemental. Royal Charter ` 


The following re-admission to member- 





2 candidates zu seat. 


S. p : s. . first day of service, is on or after August ship has become effective: 
Southern DOMUM 18t,.1973, will be.supernumerary,to their ' William Paul Weathethogg, B.8C., F.C.A., 


4 candi p seat. ` Prepa qued for zi xh spent: 
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: CASS. Council mesta” at ^d. Accreditation. e 
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— should: ps wed 


Ll 


a 


E E local students' society. t 


: "Uni niversity | of Warwick from "Thurs-- "Discussion i is to take place on one “very” 


“day'to Saturday: of next week when some ‘important aspect of the. Institute's May 
i fifty delegates ' from ` twenty Students” . 1972 statement’ *A Policy for Education: 
` societies will be discussing a number-of and ‘Training’ = namely, the. little pub- ` 
| ‘topics - — some new and’ some almost. hal- " licized ‘referencë in: paragraph 23 to the- 
. lówed by their pérennial appearance. In: Council's intention to recommend: cer- 

this preview ‘some ‘of’ the. topics‘ are i tain courses, ‘both in the public and pri- ` 

examined, and " look i 18 tasen: at Een . vate, . Sectors, ag providing satisfactory . 
et "itself. MIELE U TE '. tuition and study arrangements. ^. .. 
| Itis known that the Institute is engaged 
ih the first steps designed to establish à 
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- EXIST A 


7 European liaison - acus | 
During the ast year re résentatives of 
AC is FER pta ded their ” ably, students: would: wish. to be associa- 


_ interests outside the British Isles,. both’: ted’ in that process,. for D n 
into Europe and to the United States, ` afe present consumers and may be loo 


"The ‘discussion paper for next week's Upon as the “trustees” of future students 


ho will be affected by, the. schenie.., It ` 
_ meeting lays emphasis upon.efforts being” Y : 
‘directed : ‘towards the, Common Market. : wil be. interesting to see- how ACASS - 


be'involved. ^ - 
; as 'expected of a junior. professional or- proposes to 
ee e. ACASS, ‘it is suggested, -It has been estimated that any. o heie 
which the Institute established. "would 
D Have’ to concern itself with séveral huti- 


A ink the “Institute to` ehcourage far dred foundation courses; ‘higher. national - 
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scheme ‘of accreditation. Not ‘unréason- 
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“union - even though the resolution ae 
* that thé-question of unionization. be "left ^ 
öpen’ s aU aura S nis E. 
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" Local authority grants ` A 


The Council. will be. invited. to. press Fe 
Institute. for a ‘unified grants: policy -8o :. 
as to remové the present ‘wide discrepan- ` 


cies’ which exist under thè present method | 


d tis E NT ub ` March 158 19737 2 
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wheréby, outside, the general. range of.., 


university and comparable courses wliere : 


‘grants by local éducation authorities are." 


mandatory); it-is“a matter for discretion 


by :these authorities -in’ the. giving. of i 


, financial assistance in other circumstances. 
This ‘is likely to be. a. matter,of great `- 


‘importance with. the introduction of foun- ee 2 


dation (nine months) courses On a com: 
‘pulsory basis from August rst, 1973; and. 


with the longer term. intention of ‘recomi- ` 


mending’ courses: for later professional -- 


7 - exaininations, 


"The: National. Union of Students. Is | 
‘currently engaged in a. campaign I1 
to. achieve. greater uniformity: of: treat- 


“ment and ‘has named certain "authorities | | 
which, in its view, are not prepared to. ` 


^ 


“give’ adequate’ support. - -The "traditional 

answer to any approach to 'the Department.” 

>of Education dnd Sciénce has always been ` 

` that in this category of award’ the local. 

^ authority is autonomous and may, use its ` 

ratepayers money for oe purpose as it 
t 
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.. greater, study, of European pe , diploma ; courses, " degree courses (even ^ "ACASS policy ; s s E I" s. 


CAS ^ with a student's: training; . Where only a single subject has: profes- . 
(by encourage : international a to HS © sional relevancé) postgraduate degree and 
< , low their. clerks time in’ "European : diploma. courses, special graduate con- 


offices on a regular. basis; <` version’ courses, linked -private ues. 
“0 encourage: firms: to pay tuition. ex-. courses — andi no oe others: wee 
. penses for clerks who. wish to stüdy TN. T Md. ERE 


pb 


V. ther European languages; |... Training .: P ae EO 
E vid encourage. all ‘students’ societies. to 7 
| setup Eurdpean etidy groups. 


Ds De of" a training record for students on a , junior professiorial ‘body. This, is a laud- 


hor ee cd ^ maridatory basis and the, need to "press" 
A unitary: body: ; U: | principals ‘to ‘acknowledge and accept the 
"Thé. concept. of. a cunitary. body o CA, oder thee they, | have for- CO 


3 RE from the fe dira to yd ünit- vill. centre ond the. restrictive ‘nature 


-Are all these miti the ones With n. 


*ACASS should be concerning. itself? Toi. 


all who ask this question ~ including those. 
‘principals who’ emphasize that it is: their" , 


"NS. 
. 


, money and their time "which i is involved - =. 


“the answer must be an unqualified "Yes " 
Buti. ~ 


AE E ACASS i is His great. stress upon its* | 
"The ‘Council: i debate tlie introduction < .existence :(or .intended existence), as a, 


1.1 


..able ambition, but it is an essential cone. ` 


, dition of-its dévélopment to' that Status '. 
that. it shows itself to be: ‘capable’ of *: 
“behaving - in: 'such. a ‘responsible ix E. 


‘as to justify: its: aspirations.’ . " 
"There. are ‘inherent’ weaknesses’ i in the’ 


ary organization is fxperted. to take two of articles and the: declared. ACASS behaviour of ‘bodies claiming tobe repre- 


| E o | 4o. ‘Ne. f policy that articles be-abolished’in that 
‘ The intention’ is. to provide: ‘a new, . they ‘lead to the unjustifiable and undesir- 
-more. effective, ' moré influential Society — . able exploitation of many entrants to the , 
which can participate in professional - profession’. "The -discussion ; will . cer-" 


_ sentative of student opinion: They tend to - 


represent only those with ` strong and per- 
haps militant feelings and ‘do not reflect 
' the , more ` reasoriablé body : ‘of opinion: 


affairs and ‘be'a more constructive force ;, tainly touch: upon the” establishment of ‚which the great silent majority’ would wish 


vin "aspects". “of students’. ‘society work. ‘minima conditions for ‘training and: ex-. 


P which < cannot be undertaken at'a. ca perience, andthe, question of minimum ^ 


i level" "E salary ‘will inevitably receive some .treat- - 
“National membership recofds. are to ‘mént under this heading. °: 7 


ie éstablisled,’ anda student would’ be.’ . ‘The' Executive is also au forward + itive, is representative: of | students.’ It is ` 
lincil:to.agree . unlikely’ that it is so. It was only recently - . 
_that the’ Vice-President of. the Institute |. 


. "^ obliged ‘to. join ACASS, under a pre-. a resolution inviting the 
"ecribed provision in: the training con- . to'its earlier decision not to register as a. 


' to see in its student body.” 

It is one thing to contend that as a cul 
: of so-called democratic processes | ACASS, 
"whether through its Council or its Execu- 


tract, but.hé would also be a member of ; ` trade" union. under. the-1971. Industrial visited: a group. of students in the Midlands ! 
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March 15th, 1973 


quired how many people knew what 
ACASS was-a question followed by a 
curious silence and by an explanation that 
it had nothing to do with the issue of a 
recent credit card! 

Of course, when students are not icono- 
clastic by nature — and upbringing too — 
this may be taken as a sign that there is 
something rotten in the state of students. 
ACASS must give a lead. But if it puts 
its claims too far ahead of so-called popular 
feeling it will not find favour with author- 
ity and it will not find favour with its 
own students. There are already signs 
among members in member societies that 
they think differently. ACASS is not the 
medium through which its President of 
the year should persuade the Executive 
to tilt at every windmill. This can only 
lead to ACASS being discredited to its 
ultimate loss. 


SSN 


ACCOUNTANT 
By reference to the items which will 
come up for discussion and which are 
referred to above, there are clear ways in 
which ACASS can progress to its own 
advantage and to the advantage of the 
profession. Let it concentrate on those 
areas on which the Institute is sensitive 
and those on which in its statement 'A 


Policy for Education and Training’ it 
has declared that it wishes to see changes. 


Raising standards 

The Institute Council has made it clear 
that it wants higher standards — in stan- 
dards of entry, in standards of tuition 
during training and, perhaps above all, 
in training itself. The President's fore- 
word to that statement said explicitly 
that ‘there is need to raise at once the 
level and quality of the practical training 
of all prospective chartered accountants 
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to the high standards set by the best 
practitioners. Nothing is more important 
in the proposals in this statement than 
those relating to training. Perhaps the 
essential characteristic of the chartered 
accountant is his ability to grapple with a 
wide range of problems for which his 
broad experience has prepared him. As 
life becomes more complex so it becomes 
more necessary than ever that this ex- 
perience takes the form of planned and 
systematic training.’ 

The Council has indicated what it 
wants to do—and perhaps more may 
follow. For the benefit of all, it is to be 


hoped that ACASS will try to work out 
in co-operation with its ‘parent’ how to — 


make a better world. Indeed, it might 


genuinely be surprised how much the 


Council and its committees wish to co- 
operate. 





Institute/ACASS Meeting 


A Meetinc of the Institute/ACASS 
Joint Liaison Committee held at Char- 
tered Accountants’ Hall on March 6th, 
covered the whole range of educational 
problems and student activities. 

There was a very wide measure of 
agreement as to what the principles and 
aims of the Institute's educational and 
training policy should be. Representatives 
of the Council of the Institute, however, 
had some reservations about the prac- 


ticalities of proceeding as fast as ACASS 
would wish. 

Subjects which were left for further 
discussion were the desirability of creat- 
ing a unified national student body and 
the desirability of revising the standard 
form of training contract. ‘The essence of 
the discussion, however, was a general 
agreement on the desirability of con- 
tinually striving to raise the standards of 
the profession in all respects. 





At the Institute/ACASS Joint Liaison Committee meeting last week. Left to right: F. J. G. 
Whinney, F.C.A., E. J. Newman, M.A., F.C.A., Brian Banks, B.Sc., Under-Secretary, Articled 
Clerks Committee, Douglas S. Morpeth, T.D., B.Com., F.C.A., President of the Institute, 
Kenneth Wright, M.A., F.C.A., Deputy President, Kenneth Sharp, T.D., M.A., F.C.A., Vice- 
President, A. H. Walton, F.C.A., Stanley Middleton (partially hidden), J. Whitehead, Derek du 
Pré, Vice-President of ACASS, David Steeds, M.A., Peter Jenkins and Peter Ullathorne (Sheffield 
and Birmingham student society observers, both partially hidden), Christopher Allan, Terence 
Webb, secretary of ACASS, Michael Holmes, Harvey French, and Kevin Lennon. Mr Michael 
Lickiss, B.Sc.(Econ.), F.C.A., and Miss Linda Mitchell, Assistant Secretary of ACASS, also 


attended but do not appear in the picture. 


'HOW TO TRAIN' FORUM 
A coop attendance of members of The 
Institute of Chartered Accountants in 
England and Wales and others concerned 


with the training of articled clerks is 
expected when the third in the Institute's. 


series of *How to train' forums takes place 
at the Grand Hotel, Manchester, from 
March 28th to 3oth. The previous 
forums have been very well supported — 
and no doubt students can look for- 
ward to some improved training methods 
as a result of the series! 

The fee is £6 per day and those con- 
cerned with the training of articled clerks 
wishing to attend this latest forum 
should contact without delay the Under- 


Secretary, Articled Clerks Committee, 
Chartered Accountants’ Hall, Moorgate - 


Place, London EC2R 6EQ. 


ONE-DAY TAX COURSE 
IN LONDON 


‘PERSONAL taxation after the Finance 


Acts 1971 and 1972’ is the title of a 
one-day course to be held by the London 
CASS on Tuesday, March 27th, at the 
Waldorf Hotel, London. 


Commencing at 9.30 a.m., the speakers ~ 


will be Mr E. E. Ray, r.c.4., Mr D. Ward, 


F.c.A., Mr M. O'Callaghan, A.C.A., F.T..L., | 4 
and Mr A. Donaldson, M.A.. A.C.A. Sub- - 


jects they will cover will include PAYE 
codings, changes in tax rates, Schedule E: 
employments, Schedule D: Cases I and 
II, income from property, alternative 
basis for assessing capital gains tax, and 
comparison of old and new tax systems. 
Buffet lunch and refreshments are in- 
cluded in the fee of £8, and the course 
will end at 5.30 p.m. Members of the 
Society interested in attending should 
write immediately to the secretary of the 
Society (enclosing the course fee) at 
43 London Wall, London EC2M 5TB. 
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| PROFESSIONAL NOTICES 
- AsuMoLE, Epwarps & Goskar, Char- 


e 


. tered Accountants, announce the ad- 
. mission into partnership on April 6th, 
—. 1973, of Mr DENNIS BUTTERFIELD, A.C.A., 







as a senior staff member for some years 
‘past. 
4 Peat, Marwick, MITCHELL & Co 
announce that Messrs R. V. J. CHADDER, 
T B.A., F.C.A., and D. B. VAUGHAN, F.C.A., 
E will be admitted as partners in their 


E. / 1973. 
T PikrE Russe_L & Co, Chartered Ac- 
- countants, announce that Mr BERNARD 
— WRIXON, A.C.A., has been introduced as a 


from March rst, 1973. 


NEVILLE RussELL & Co, Chartered 
_ Accountants, announce with great regret 
4 _ that Mr R. W. EWAN, F.C.A., who retired 
- as senior partner in 1969, and who has 
^ since been acting in a consultative 
. capacity, died suddenly at his home on 
. March oth. He will be greatly missed not 
only by those in the firm but by a large 
circle of friends in London and elsewhere. 


~ Tanstey Witr & Co announce the 
retirement on March 31st, 1973, of Mr 
G. Howanp HEATON, F.C.A., senior 
. partner at their Birmingham and Mid- 
lands offices. He will continue as a 
P consultant. At the same time Messrs 
P. J. BROUGH, A.C.A., Birmingham, and 
ES. N. WiLsHAW, A.C. a Worcester, who 
= have both been with the firm for some 
. years, will become partners. Mr J. C. 
— COPELAND, F.C.A., leaves on March 31st, 
n 1973, to take up an appointment in 
.. industry. 
E F. Yarwoop & Co, Chartered Ac- 
~ countants, of Imperial Buildings, Horley, 
- A Burrey, announce their amalgamation on 
March Ist, 1973, with HARTLEY FOWLER 
& Co, Chartered Accountants, of Frith 
-= House, Church Street, Croydon, Surrey. 
— The new practice will be known as 
-» A HanrLEY Fowler & Co, and will 
continue to operate from both offices. 
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- who has been in the service of the firm. 


| partner of their Jersey firm with effect- 
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ELI bam POTERE 
ACCOUNTAN T 


APPOINTMENTS 


Mr E. Corker, B.A.(COMM.), F.C.A., has 
been appointed a director of McKechnie 
Chemicals and English Metal Powder Co. 


Mr D. J. C. Cunningham, A.c.c.A., has 
been appointed deputy chairman of Tay- 
side Engineering. 

Mr J. E. Lazarus, F.C.M.A., A.C.C.A., 
J.DIP.M.A., has been appointed as secre- 
tary and chief accountant of Cosmocord 
and Cosmocord Plastics. He has also been 
appointed a director of the new Cosmo- 
cord Stolec Co formed last month. 


Mr Peter Baker, M.A., A.C.A., joins the 
UK executive of Schlesingers as invest- 
ment director as from April 2nd. Mr 
Baker, who leaves N. M. Rothschild & 
Sons to take up this appointment, will 
be responsible for the management of all 
Stock Exchange investments relating to 
Schlesinger insurance operations in the 


UK and Europe. 


Mr P. Baker 


Mr A. T. Henry 


Mr A. T. Henry, B.SC.(ECON.), F.C.A., 
has been appointed financial controller 
for Europe of CIG International Capital 
Corporation, the European company of 
Computer Investors Group Inc of the 
USA. Mr Henry, who joins the company 
from the Powell Duffryn organization 
where he was group financial accountant, 
has also been appointed a director of 
CIG Finance and Investments. 


Mr Warren Levy, F.c.A., has joined 
Reed Executive Selection as a consultant. 
For the past four years he has been with 
Robson, Morrow & Co, management 
consultants. 

Mr Norman Lessels, C.A., a non- 
executive director, and Mr J. M. Little, 
C.A., A.C.M.A., formerly financial director 
of the mining and engineering division 
have been appointed to the board of 
Anderson Mavor, and Mr M. S. Semple, 
C.A., becomes chief accountant of the 
mining and engineering division. 

Mr N. G. McGowan, M.A., C.A., for- 
merly secretary of the Charterhouse 
Group, has become financial director of 
Ventas Distribution, the electrical whole- 
saling and distribution subsidiary of 
Charterhouse Industries. 


Mr Olusegum Osunkeye, A.C.C.A., was 
appointed a director of Food Specialities 
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(Nigeria) Ltd with effect from Januar 
ist, 1973. He retains the position o 
finance and administration manager t! 
the firm. 


Mr R. J. Pocock, F.c.A., has beei 
appointed to the board of Booth’ 
Distilleries and J. & J. Vickers & Cc 
Before joining Booth’s in 1972 as com 
pany secretary, he was for twelve year 
chief accountant of Lesney Products. 


Mr R. B. Pryor, F.c.a., has bee 
appointed a non-executive director c 
Storey Brothers & Co. 


Mr Ian F. Scott, F.C.M.A., A.C.C.A 
J.DIP.M.A., has been appointed a directc 
of Transfleet Services, of Stirling. M 
Scott, who joined the company on it 
formation in 1969 as planning and de 
velopment manager, was appointed 
director of D. McKenzie & Co, a sub 
sidiary company, in 1971. 


Mr A. C. Tomkins, F.c.A., has bee 
appointed financial director of McKechni 
Metals. 


DIVIDENDS PAID TO 
OVERSEAS RESIDENTS 


New regulations, enabling tax credit 
allowable to overseas residents unde 
double taxation agreements to be pai 
to them with their dividends, have bee 
made by the Board of Inland Revenu 
and were published last week as SI(1973 
No. 317. 

The Double Taxation Relief (Taxe 
on Income) (General) (Dividend) Regula 
tions 1973 provide for arrangements t 
be made between UK companies an 
the Board of Inland Revenue unde 
which a company, when paying a dividen 
to an overseas resident, may pay hir 
an additional amount representing th 
excess of the UK tax credit to whic 
he is entitled under a double taxatio 
agreement over his income tax liability 

Arrangements made under the ne 
regulations (which come into operatio 
on April 6th, 1973) will apply only t 
dividends paid to residents of countrie 
with which appropriate double taxatio 
agreements are in force at the date « 
payment. The existing regulations (S 
(1970) No. 489) will cease to have effec 
for dividends paid after April sth. 


REVENUE STATEMENT 
Interest on Overseas Loans 


Where a bank carrying on a bona fid 
banking business in the UK within th 
meaning of sections 54 (2) (a) and 251 (3 
of the Taxes Act 1970 makes a loan i 
foreign currency carrying yearly intere: 
on such terms that the interest falls t 
be brought into account as a tradin 
receipt of the business carried on in th 
UK (and is brought into account accord 
ingly), the interest is treated in practice 


Announcing new Pension Flan 


for employers in 
the social services including 








Education, Health and Welfare 


FEDERATED PENSION SCHEMES 
has designed new plans, and however large or 
small the organisation, the advantages of an FPS 
plan will almost certainly prove considerable to 
both employer and employee. 


Maximum benefits 


Because FPS is non-profitmaking, its plans 
offer greater benefits in relation to costs than 
comparable schemes. 


Experienced and proven 
management 


FPS was founded 45 years ago and is closely 
identified with the social services. Similar plans 
administered by it have kept ahead of inflation. 


Administrative simplicity 


The employer will have little to do beyond 
remitting contributions to FPS and notifying 
them of staff changes. 


Flexibility 
The plans offer wide transferability rights 
and can include part-time and manual employees. 


Equitable benefits 


Pensions are based on years of service and 
salary at retirement. They may be taken partly in 
lump sum form and may be increased after 
retirement to counteract inflation. 


RN) s 


Advantageous tax provisions 


Employees receive full tax relief on their 
contributions and employers' contributions rank 
as a business expense. 


The backing of the RNPFN 


The plans are arranged in association with 
and have the backing of The Royal National 
Pension Fund for Nurses (founded 1887), a 
specialised mutual life assurance society with 
assets of £50 million. 


Who’ eligible: 

Any employer engaged in a social service 
and commercial and industrial employers with 
employees working in a related capacity (e.g. 
factory nurses). 


To: Federated Pension Schemes, 
‘Rosehill’, Park Road, Banstead, Surrey. 


Please send me full information on FPS's new plans. 


Name 


Organisation 


Tel. No.. 


No. of employees 
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Valuations 


for balance sheet 
purposes 

mortgage probate 
insurance, investment 
sales, lettings and 
management 

of commercial and 
industrial properties 


Hillier Parker 


May & Rowden 





77 Grosvenor St, London WIA 2BT 
Telephone 01-629 7666 


and 
Edinburgh, Paris, Amsterdam 
Sydney, Melbourne 





Property investment consultants 
and advisers on the sale, 
purchase, valuation and rating 
of commercial and industrial 
property throughout the 


United Kingdom and in Europe 


Debenham Tewson 
& Chinnocks 


Chartered Surveyors 


Bancroft House 28 Grosvenor Street 
Paternoster Square London W1X 9FE 
London EC4P 4ET 01-499 9152 
01-236 1520 


and 38 Rue de Lisbonne, Paris 89, Telephone 522-83-10 
Also at Cardiff, Kingston and Richmond 


LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


£40 inclusive 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01—251 0344 (7 lines) 
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le in the: UK and: consequently ' 
é to deduction of. income tax 
This is so notwithstanding any’ 


provision in the loan agreement for pày- `` 


ament E be made by the debtor abroad. `; 


DOUBLE TAXATION : 
ly Denmark. 


A. protocol signed on February sth, 1973, 
revising, 
taxation convention between’ Denmark 
and the y K was published on March rst. 

The revision follows from the intro- 
` ductionjóf the new UK corporation tax 
systém Which will apply to ‘dividends. 
paid by : a UK company on of after Apul 
6th, 1973. ; " 

| PES 


. . . TIME. LIMITS ON 
REFUND OF SET 


Applicat ns for refund of selective em- . 


ployment tax, which ends on April 1st, 
1973, m be made by June 3oth, and. 
claims mist be made by September 3oth. 
Employers are reminded of this in a 
leaflet, ‘F inal Refunds of Selective Em- 


ployment [Tax T 17) which gives . 


further de these time limits. 

"The leaflet has been posted to ‘all 
` employers; in Britain known to the 
‘Department of Employment to have more 
- than four workers, whether or- not they 

" were thought to be eligible for refund. 

Failure o register or claim by the final 
date will result in loss of refund of tax. 
The leaflet also reminds employers that 
there is a restriction on the right of ap- 
peal to ii industrial tribunal against a 
governmen perenn 8 Begin on. 
refund. | 


Any employer who has not yet re- 7 


' ceived a copy of the leaflet can obtain one 
. at any employment office of the Depart- 






ment of ployment, Social Security 

office, or diyisional office of the Ministry 

of Agriculture, Fisheries and Food. 
Payment) pf regional employment pre- 


ufacturers in development 
areas is not affected by these time limits 
and employ ers registered under section 1 


of the Selective Employment. Payments | 


Act 1966 need take no additional action 
' to obtain repayment of. REP after April 


ist, 1973: 


IN| PARLIAMENT 
.Probate Registration eo 
GoDMAN' IRVINE asked. thé 
Chancellor of the Exchequer which in- 


' stitutions, other than the Probate Office, 
would be inyolved by the raising of the 


‘exemption from filing: details with. the 
Probate Offic of an estate from £500 to ` 
£5,000... 


Mr Norr: |The principal institutions; P 
l other than the Probate Office, that would. 


t 
| 
1 
> 
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DES of sections. - and 2st Die TRAN are: ae National A 


= col; 456. . 


e dividend article in the double © 


nonien. vg 


‘Bank, the trüstee,/savings banks, the 
friendly societies, the building societies : 


‘and: those’ departments in: ‘central . and” 


local goverment. concerned: with ‘the pay- 
ment of pénsions.` ` 
.H ansard, March 2nd; Witten answers, 


Tax Offices MI 


Mi Greve asked the ‘Chancellor of the 


Exchequer whether he will artànge that. 
in ‘all cases the tax affairs of taxpayers. 


may be dealt with by the Inland Revenue 
- offices. nearest to -their homes or places 
. of employment i in view of the extent of . 


theinconvenience currently being suere 
by taxpayers. . - 
Mr Norr: This:!is not possible. A. 


| taxpayer whose' affairs are dealt with at 


an office at a distance from his home or 


place of employrnént can obtain help by - 


visiting any convenient local tax office.: 
 Hansard, March 7th. , Written. 
answers, col. 160. - i 


‘BANKRUPTCY RECORDS: 


qe may be of assistance to those in 


business and commerce concerned with 
the granting of. credit to know that 
details of bankruptcies in England and 
Wales are maintained in a public search 
roóm at Room gor, Thomas More Build- ` 
ing, Royal. Courts: of justice, Strand, 
London. 

Searches can be made personally or by 
an agent and a fee: of- "25p in respect. of 


^each bankruptcy. cod -is » payable at 
the time. | 


y 
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^. LONDON COMPUTER » 
^ . AUDIT COURSE ` 


"Fo enable "members ‘to up-date their 


knowledge-of the rapid developments now 
taking place in computer systems, the 
London and District Society of Char- 
tered: Accountants is holding a one-day 
course^at the' Great "Western | Royal ` 


Hotel, Paddington, on April 6th, under ` 


the title “Recent developments in com-- 
Mart auditing'.. The. chairman will be 
[r Brian Jenkins, M.A., A.C.A. | 
Applications .to attend ` should -` be 
addressed to LDS at 56 Goswell’ Road, 
London EC1M AY, accompanied by 
the fee of £15, which includes morning: 
coffee, lunch, aftetnoon tea arid gratuities. . 


‘COPING. WITH THE. NEW-TAXES 


This ‘year’s Budget brings. in. the ‘most. 
sweeping tax changes for a generation. 
It will settle the details of VAT, bring in 
the unified income tax: and Bive to cor- 


„poration tax the imputation system" The - 


Budgét and .the Finance Bill’ will : lay 
down the law and raise a host of pactical- 
“problems; ^" ^" 

To dep the businessman arid. is 
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with these problems, a one-day con- 


ference on the new taxes led- by tax 
consultant Mr Lindsay Duncan, B.A. - 
(ECON.) A.C.LS., A.T.LIL, has been: or- 


- ganized in -association with the Society - 


of Commercial Accountants. Mr David . 
^ Wainman, C.A., a partner in Whinney ` 
Murray & Co, at as ek cs 
deal with the new income tax and changes 
in estate duty. 
The conference will be held- at. 
Quaglino's, Bury Street, London Wz, on: 
Tuesday, April r7th..F urther information Y 
is available from the . Conference" Ad- 
ministrator, Executive Programmes and 
Services, 2 Sergison Road, acu =i 
Heath, Sussex. ` E i 


DR J. M. S. RISK ADDRESSES. 
^ CALCUTTA SEMINAR ~: 


As part. of its management development | 
rogramme for senior executives, "The 
itüte of Cost and Works Accountants 

of India recently held a three-day 


‘seminar. on ‘Corporate planning. and 


control’, at the Grand Hotel, Calcutta, . 
when the principal | speaker was Dr 
M. S. Risk, B.COM., PHD., CA., 
F.C.M.A;, J.DIP.M.A.; .F.C.L8., a Past- 
President of The. Institute of Cost and ^ 
Management Accountants. - 
During his visit to India, Dr.Risk also . 


took part in other seminars and made a ` 


short visit to Ceylon. He is due to return. . 
to the, United Kingdom this weekend. 


‘CHANGES IN TAXATION ` 
. South Eastern Society’ s 
. Conference 


F ollowing their successful conférence 
last year on "Taxation - The New Look’, 
the South Eastern' Society of Chartered 


' Accountants is this year holding a further 


residential conference at the University - 
of Kent, from September 2oth to 22nd, 

on the theme of “Taxation — Living with 
the New Look’. Subjects of the confer-. 


‘ence will be ‘Presentation, of taxation in. 
‘accounts. and its relation to „standard ` 
accounting practices’; 


‘Practical prob- n 
lems arising from company taxation';. 
"Personal tax. planning’; and. "The ac- ~ 
countant's view of the working of VAT". 
The speakers will include: Messrs L. A.. 
Hall, r.c.&, Halmer Hud&on, F.c.a.,- - 
“G: H. Vieler, F.C.A., and Re: G. rwa, 
F. C.A. - S 

The. inclusive conicere des will be » 


| £32, subject also to VAT in respect of 
payments received on or after April 1st. 


Last year'& conference was over-sub-. 
scribed, and early application is strongly - 


advised.” The Secretary of the South . 


‘Eastern. Society is Mr R..H. Buxton, ` 
F.C.A.,. I5. Wrotham Road, MEER - 
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passes, it assures your success. in all the 
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| eeping. nm 


of postal tuition experience and over 220,000 
.Costing, G.C.E., Law, Local Govt, Marketing. 
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will pay 5-60% per annum 


(WITH BASIC RATE INCOME TAX PAID). 


Assets Exceed £420,000,000 


Established 1856. Member of The Building Societies Association 
Authorized for Investment by Trustees. 
Chief Office: Newton House, Leek, Staffordshire, ST13 SRG. Telephone: Leek 4351 
120 Branch Offices and over 300 Agents throughout the country. 
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Standard Life 
again improve 
onus record 


REVERSIONARY BONUS 
for the year ending 15th November 1972, £3:50% on basic sum assured plus 
£5:00% on attaching bonuses. 


INTERMEDIATE BONUS 
at same rates as Reversionary Bonus 


CLAIMS BONUS 

Amounts which will now be paid on policies becoming claims are again sub- 
stantally increased. The limitation of 100% of the sum assured has been removed. 
Consider these results for policies effected in the relevant years by a man aged 30 
next birthday: 














Year in which - Total Amount 
Policy for £1000 ergy Net paid in 
was effected | Outlay* March 1973 
1933 40 Years £4,316 
1943 30 Years £3,249 
1953 20 Years t2 26] 





1963 10 Years £1,463 


* This assumes that statutory tax relief was obtained. 


PERSONAL PENSION POLICIES 

Reversionary Bonus for the year ended 15th November 1972, £3:50% on the basic 
pension and on attaching bonus pension. Until further notice, intermediate bonus 
will be paid at the same rate. 


Our concern is to provide the best possible results as the declarations 
above show. Results such as these underline our consistently outstand- 
ing record and keep us in the forefront as Britain's largest mutual life 
assurance company. 


Standard Life 


ASSURANCE COMPANY Urt 


Established 1825. Assets exceed £1,000,000,000 
Head Office: 3 George Street, Edinburgh 
Branches throughout the United Kingdom & the Republic of Ireland 
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The Revenue Replies 


HE well-established tradition of a continuing dialogue 

between the accountancy profession and the Inland 
Revenue may be seen as evidence of the vitality of demo- 
cratic institutions. The department responsible for ex- 
ecuting public policy in direct revenue collection is willing 
to listen to the observations of those who in the main act 
on behalf of the taxpayer, to give those observations a 
real degree of consideration and to derive a practical con- 
clusion where this seems consistent with the Board's view 
of their duties. 

Among the points and counter-points reported on other 
pages in this issue will be noted the reappearance of many 
items which have been discussed previously. The view of 
tax debate as a campaign rather than a succession of un- 
connected engagements is consistent with the attitude to 
fiscal reform which has developed within Parliament in 
recent years. Indeed, not a few of the legislative changes 
aired in Commons debates have made their début in the 
course of exchanges between the profession and the public 
servants who between them have the common interest of 
ensuring a reasonable and just operation of the system. 

The subjects brought up for examination may be dis- 
tinguished by asking if their adoption would entail a 
significant loss of revenue or not. In his Budget statement, 
the Chancellor referred to the position of unquoted close 
companies under the new tax system and the possibility 
of devising a transitional scheme of relief for them. The 
hard fact was that to give a significant degree of relief 
across the board would cost £75 million in the initial year. 

When a prospective relief has wide application, it is 
questionable whether a modification in the tax base should 
weigh in the balance against the attractions of.a lower rate 
of tax. The selling point of the new unified tax system 
has been the 30 per cent rate of basic income tax, the 
reduction of 875 percentage points having been secured 
by a rearrangement of the tax base. 

In this first category would fall the extension of relief 
for expenditure on non-industrial buildings and employees’ 
expenses. The suggested allowances for expenditure on 


anti-pollution and safety measures are regarded by the 
Treasury as the first step on a slippery slope with £350 
million at the bottom. In the same way, the suggested 
allowance of expenses as a fixed 3 per cent of earned . 
income invites comparison with the relief of 3d in the I3 


off the standard rate introduced for earned incomes under | 


[2,000 in 1907. The tax credit proposals will allow an - 
amount representing 3 per cent of £1,000, but the pro- 
ceedings in Select Committee make it clear that no relief — 
from the administrative burden of policing expenses and -. 
benefits — at the £2,000 or any other level — is in sight. 
On the other hand, the estimated loss of £5 million ` 
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from the proposed estate duty relief where investments - E 
are realized below probate values seems to fall into the — 


category of minor adjustments to put right an undue in- - 

justice in limited circumstances. The accountants’ pro- E 
posal to have selling expenses deducted also was met with. 
the reply that particular reforms must be subordinated . 
to the general discussion of the Green Paper, Taxation 
of Property on Death (Cmnd 4930) — in which connection — 
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UBLICATION of the Finance 
$ Bill was announced last Friday, 
T B though the Bill did not become 
— generally available — due, no doubt, to 
. labour disputes currently affecting the 
__ Stationery Office and other govern- 
ment departments — until Tuesday of 
- this week. The Budget itself has been 
_ described in terms suggesting a strong 
. element of wait and see, but some of 

. the Bill's detailed provisions are likely 
H: . to require careful study. 

Clauses 27 to 31 of the Bill include 
the Government's intentions in rela- 
‘tion to groups of companies, fore- 
_ shadowed in the Chancellor's Budget 
. speech and previously mentioned in 
_ The Accountant for March 15th. The 
` primary effect of this tightening-up will 
- be to restrict artificial transactions in 
loss relief and capital allowances, 
= which had been estimated to cost up 
to {100 million a year in lost revenue. 

Clause 37 and Schedule 17 provide 
for estate duty relief in certain circum- 
stances; subject to the rules laid down, 
executors who realize such investments 
-= Within 12 months of the death will be 
able to claim that the total of the sale 
prices should be substituted for the 
~ total value at the date of death. These 
provisions relate to deaths after March 
_ 6th, 1973 (Budget Day). 
Because the calculation of the relief 
~- takes account of all sales within a 
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_ the accountants’ submissions also appear on other pages. 
E Once the mould in which taxes are traditionally cast 
. has been broken, there seems no boundary for possible 
. . variations. The need to provide for the deceased's spouse a 
standard of living commensurate with that previously 
- enjoyed represents an objective more easily attained in 
other legal systems by partition of goods on marriage and 
. the concept of community of property — although the 

proposal to carry back the surviving spouse relief so as to 

enure for the benefit of a widow rather than that of the 
 inheritors makes sense. However, some thought will have 

to be given to the position of spouses of former marriages, 
where the case of Frau E. Meinhardt (née Forderung) v. 
. Commission of the European Communities ([1973] CMLR 
. 136) in the European Court of Justice has recently estab- 


It is no surprise that accountants are not backward 
in pressing for attention to the problems of professional 
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partnerships. The Finance Bill contains provisions for 
Lloyd’s underwriters which may be thought to foreshadow 
elimination of the preceding year basis of assessment for 
partnerships generally. At all events, the Revenue have 
doubted whether reforms can be considered in advance of 
general revision of the treatment of partnerships. 

While not seeking to enter the political arena, it occurs 
to us that there is one element of the accountants’ con- 
tribution to the discussion of tax reform which lacks 
realism. It is suggested that the tax on capital at death 
should ‘have a much lower maximum rate than 75 per 
cent’ — yet this is the rate which can impinge on unrealized 
book debts when a merging professional firm is forced 
off the cash basis of accounting. 

The recorded proposals all tend to better the taxpayer. 


There may be scope for thought as to the means least 


[Finance Bill 1973 


period of 12 months from the death, it 
will in many cases not be possible to 
determine finally the amount of the 
relief before the expiry of that period. 
The Inland Revenue have announced 
that, when the new rules are in force, 
they propose in practice to allow 
provisional relief in appropriate cases 
before the expiry of that period. In 
accordance with estate duty reliefs in 
previous Budgets, they will adopt this 
practice before the Finance Bill be- 
comes law. 

Where it is shown that it is not 
possible to realize an exceptionally 
large block of quoted shares for as 
much as the Stock Exchange quoted 
price, it has been Revenue practice for 
many years to allow a downward 
adjustment in date of death values. 
Following the House of Lords decision 
in Buccleuch v. Inland Revenue Com- 
missioners, this practice has been 
continued by concession, but this 
concession will be withdrawn in rela- 
tion to deaths after March 6th, 1973. 

It is proposed, further, to amend 
section 7 (5) of the Finance Act 1972 
relating to the significance of pre- 
payments for VA'T purposes — quite 
unnecessarily as we think, and appar- 
ently for no better reason than to 
spare HM Customs and Excise the 
embarrassing consequences of some 
erroneous advice at present included 


damaging to the economy through which compensating 
revenue can be derived by the Exchequer. 





in VAT Notice No. 700. Section 7 (5) 
is at present quite clear in its terms, 
and a retrospective amendment would 
create enormous complications for all 
who have set up VAT accounting 
systems, by requiring scrutiny of each 
and every invoice for prepayments 
before the transaction could be pro- 
cessed. If abuses are threatened in 
particular circumstances, the Com- 
missioners already have overriding 
powers under section 47 to disregard a 
payment. 


Jersey Suspends 
Bank Licences 


(JEESET has imposed a total freeze 
on licences for new deposit-taking 
subsidiaries of banks and financial 
institutions, pending discussion next 
May in the States — the island Par- 
liament — of whether the financial com- 
munity contributes enough to the local 
economy. There are currently 26 
applications in the pipeline. 

The total number of companies 
registered in Jersey shot up from 541 
in 1971 to 1,175 in 1972, with /600 
million on deposit in the island. Royal 
Trust of Canada, an international fund 
manager, with more than £5,000 mil- 
lion under administration world-wide, 
reports a rise in assets managed in 
Jersey during 1971 from £51 million 
to {104 million. Nevertheless, tax pay- 
ments by the banks only amount to 
£800,000 a year, according to Mr 
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Colin Powell, economic adviser to the 
States of Jersey. This is hardly enough, 
in the view of some local politicians, 
to offset the bankers' adverse impact 
on the island's housing shortage. 

Jersey is bringing in a new bank- 
ruptcy law, a new trust law and a new 
Companies Act. The States will con- 
sider next May proposals setting out 
the pattern of development in the 
island over the next five years. It has 
also negotiated a special relationship 
with the EEC which effectively pre- 
serves the fiscal status quo for the 
foreseeable future. 

Jersey, as Mr Powell said recently 
to an audience of City stockbrokers, 
bankers and lawyers, has the oppor- 
tunity to become a truly European 
financial centre, provided it maintains 
its ‘low profile, high respectability 
approach’. Europeans still welcome 
security for their funds and its reputa- 
tion for security each year brings 
substantial sums of money to Jersey 
from all parts of the world. 


Taxation on 
Compulsory Acquisition 


NLAND Revenue policy on the 

assessability of compensation for loss 
of profits on compulsory acquisition, 
as expressed in the case of Bostock 
Chater & Sons Ltd v. Chelmsford 
Borough Council (The Accountant, 
December 21st, 1972), has led to 
hardship and, in effect, a measure of 
double taxation in a number of cases. 

Following representations on this 
point from the allied accountancy 
bodies, in the course of the memo- 
randum on ‘Taxation Anomalies and 
Practical Difficulties, reproduced on 
other pages of this issue, the following 
further statement has been issued by 
the Inland Revenue: 


Compensation Settled on Assumption 
that it would not be Charged to Tax 


‘On December 13th, 1972, the 
Board of Inland Revenue issued a 
statement saying that they had been 
advised that any element of compen- 
sation for temporary loss of profits, 
which is present in the compensation 
or price payable by an authority 
possessing compulsory powers for the 
acquisition of property used for the 
purposes of a trade or profession, 
should be included as part of the 
consideration for the resulting disposal 
for the purposes of capital gains tax 


ACCOUNTANT 
or of corporation tax on capital gains. 
[The Accountant, December 21st, 1972.] 
"They wish to make it clear that 
where compensation for such an 
acquisition which included a readily 
identifiable amount in respect of 
temporary loss of profits had been 
settled on the basis that that amount 
would not be subject to tax, the 
amount will be excluded from the 
relevant consideration for the purposes 
of any capital gains tax or corporation 
tax assessment which has not become 
final. They would also be prepared 
to extend this treatment to cases where 
the compensation was settled shortly 
after the issue of the statement if it 
would have been unreasonable to 
expect the parties to have been aware of 
it at the time.’ 


411 


Time Limit on SET 


Refunds 
PPLICATIONS for refund of 


selective employment tax, which 
ends on April 1st, must be made by 
June 3oth, and claims must be made 
by September 3oth. A leaflet, Final 
Refunds of Selective Employment Tax 
(SEPL 17), gives further details of 
these time limits. 

'The leaflet has been posted to all 
employers in Britain known to the 
Department of Employment to have 
more than four workers, whether 
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or not they were thought to be eligible - 3 - 


for refund. 
Failure to register or claim by the 





First Leonard Shaw Award Winner 


RESENTATION of the first 
Leonard Shaw Memorial Prize 
(The Accountant, October 12th, 1972), 
was made last week by Mrs Shaw to 
Mr A. B. Cairns, C.A., of the Brussels 
office of Whinney Murray, Ernst & 
Ernst. The award, for the candidate 
gaining the highest marks in the 
Financial Management paper at Part I 
of the J.Dip.M.A. examination, takes 
the form of a piece of plate or other 
suitable memento selected by the 
successful candidate — in Mr Cairns's 
case a watch — to the value of approxi- 
mately £50. 
Mr Eric Sayers, F.C.A., J.DIP.M.A., 
Chairman of the Joint Diploma Board, 


described the Shaw prize as 'a par- 


ticularly apt incentive’, for which he 


and the Board were most grateful. 
Candidates! performance in financial 
management had been generally dis- 
appointing by comparison with other 


subjects; but the paper was set at a — — 
high standard, and candidates could | 
expect to be successful only if they | 


followed a proper course of study. 


Pictured with Mr Cairns and Mrs — 
Shaw at the presentation ceremony are — 


Mr Sayers (left, background) and Mr 
D. W. Reap, B.A., F.C.A. Mr Cairns, who 


is now 24 years old, was admitted to. 


membership of The Institute of Char- 
tered Accountants of Scotland in 1971. 
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final date will result in loss of refund 
of tax. Any employer who has not 
yet received a copy of the leaflet 
should apply to any employment office 
of the Department of Employment, 
Social Security office, or divisional 
office of the Ministry of Agriculture, 
Fisheries and Food. 

Payment of regional employment 
premium to manufacturing firms in 
development areas is not affected by 


_ these time limits. Employers registered 


under section 1 of the Selective Em- 
ployment Payments Act 1966 need 


-~ take no additional action to obtain re- 


‘payment of regional employment pre- 


. mium after April rst, 1973. 


First Accounts in CPP 


ERNARD  WARDLE AND 
COMPANY, the Cheshire-based 
plastics group, claims to be the first 


. UK company to include with their 
.. annual accounts a supplementary state- 
.. ment in terms of current purchasing 


power. Prepared on the bases recom- 


. mended in the Accounting Standards 


Steering Committee's exposure draft, 
EDS (The Accountant, January 18th), 


this has a significant effect on a 


number of salient figures in the ac- 
counts. 

Introducing the new statement to 
shareholders, the chairman of Bernard 


- Wardle, Mr D. A. Boothman, F.c.a., 





a member of the English Institute's 
Council, says: ‘The main purpose of 
the statement is to give a comparison 
between last year's and this year's 


results and financial positions on a 


common basis and as closely as pos- 
sible in today's values. It would be 
ill-advised in my opinion to draw 
hasty conclusions from this statement, 
but the figures shown are nevertheless 


vun 
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informative, and will become more so 
in the future once this accounting 
practice becomes standard, by enabling 
shareholders to judge in current 
purchasing power terms the perfor- 
mance of one company as against the 
next company.' 

Messrs Touche Ross & Co, the 
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company’s auditors, have reported 
specifically on the CPP statement. 
The bases used are confirmed to be 
in accordance with the proposed 
standard accounting practice in EDS, 
and in the auditors’ opinion ‘the 
statement is properly computed in 
accordance with those bases'. 





UEC Congress in Madrid 


UT EMSERE of the English and 
Scottish Institutes of Chartered 
Accountants, and of 'The Association 
of Certified Accountants, will be par- 
ticipating in the seventh congress of 
UEC - Union Européenne des Experts 
Comptables, Economiques et Finan- 
ciers — to be held in Madrid from 
October rst to sth. Within the con- 
ference theme of "The accountant's 
contribution to the development of the 
European economy! (a particularly apt 
choice for British accountants at the 
present time), papers will be presented 
on ‘Treatment of changes in the 
purchasing power of a country's cur- 
rency in financial statements’; "The 
role of the accountant in business 
combinations’; and ‘Quantitative tech- 
niques in the modern conception of 
accountancy and auditing'. 

The host body on this occasion is 
the Instituto de Censores Jurados de 
Cuentas de Espana, and the official 
languages of the congress will be 
English, Spanish, French and German. 
Simultaneous translation facilities will 
be available at all plenary sessions. 

A varied programme of entertain- 
ment has been arranged for the benefit 
of ladies accompanying delegates, who 
will have the opportunity of attending 
a fashion show, cocktail party, exhibi- 


Monday October 1st : 
19.15 
Tuesday, October 2nd: 09.30 
10.30-12.15 
15.00-17.00 
20.00 


Wednesday, October 3rd : 


Thursday, October 4th : 
12.00 


Friday, October 5th: 11.00 


tion of Spanish cuisine, a concert at 
Madrid’s Teatro Real, and alternative 
excursions to ‘Toledo, Aranjuez or 
El Escorial. 

Details of travel arrangements and 
available accommodation have already 
been sent to those UK accountants 
who notified their interest prior to 
September 3oth, 1972. On the basis 
of economy-class air travel by sche- 
duled services and hotel accommoda- 
tion (room only) at a 4-star hotel for 
six nights, costs are estimated to be 
in the range of £75 to £85 per person, 
exclusive of the congress fees of £75 
for participants, and £45 for accom- 
panying persons. Escombe McGrath 
& Co, 39 Ludgate Hill, London 
EC4M 7NP, have been appointed 
official travel agents for the benefit 
of members of the English Institute 
who may wish to take advantage of 
group or charter flight facilities. 

Professor Wenceslao Milán 
Fernandez has been appointed Execu- 
tive President of the congress, and 
will address the opening ceremony on 
October 1st. United Kingdom mem- 
bers of the UEC policy committee are 
Mr J. P. Grenside, F.c.a., and Mr P. 
Carrel, C.M.G., O.B.E., B.A. 

The official programme for congress 
participants is as follows: 


17.45-19.00 Opening ceremony 


Cocktails | 
First plenary session 


Discussion groups 
Civic reception 


09.30-12.15 Discussion groups 


Afternoon free 
20.00 Concert at the Teatro Real 


09.00-11.30 Second plenary session 


Excursions 

Evening reserved for receptions to be 
given by different delegations 

Report on group discussions 


12.00-12.30 Closing addresses 


21.00 


Afternoon free 
Farewell dinner and entertainment 


March 29th, 1973 


LDS Dinner and Dance 


The annual dinner and dance of the London and District Society of 
Chartered Accountants is the social highlight of the Society's calendar. 
Forgotten are the trials and tribulations of professional practice and 
industrial administration in the course of a convivial evening when 
members and their ladies can dance into the small hours — as at this 
year's recent event at Grosvenor House, Park Lane. 

Our pictures show the Chairman of the Society, Mr Eddy Ray, 
B.Com., F.C.A., and Mrs Ray, with the President of the Institute, Mr 
Douglas Morpeth, T.D., B.Com., F.C.A., and Mrs Morpeth, receiving 
some of the guests — (top) Mr B. D. Barton, M.A., F.C.A., an Institute 
Council member, and Mrs Barton ; (bottom, left) Mr H. Gordon Smith, 
F.C.A., a Council member; and (right) Mr Arthur E. Webb, Editor, 


The Accountant. 
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Journeys not 'Necessary' 
INCE 1948 the expenses reim- 


bursed to directors and others 
have been deemed to constitute in- 
come assessable to income tax under 
Schedule E. The penal, not to say 
absurd, character of this rule invites 
attempts to have some categories of 
reimbursement excluded from its op- 
eration if they are of an exceptional 
character. Such an attempt failed in 
relation to transatlantic travelling ex- 
penses of a United Kingdom brewery 
director who received no emoluments 
for his services in that capacity. 

The facts in Taylor v. Provan (The 
Accountant, October 26th, 1972), led 
Mr Justice Pennycuick to decide that 
the taxpayer in the performance of the 
duties of his directorship had two 
places of work — one in Canada (with 
the Bahamas) and one in the United 
Kingdom — so that the expenses of 
travelling between them were deduct- 
ible under the terms of what is now 
section 189 of the Taxes Act 1970. In 
doing so, he reversed the finding of the 
Special Commissioners, which has now 
been restored by the Court of Appeal. 


Lord Justice Russell noted that 
Mr Taylor was to fulfil his office of 
director with the special assignment 
of effecting mergers. It could not be 
said that this involved necessarily — 
the statutory phrase — transatlantic 
flights by whoever might hold that 
office, for the companies had no 
business on the other side of the 
Atlantic. It could not suffice that the 
taxpayer was thought to be the best 
man for the job and the arrangement 
whereby he did most of his duties in 
Canada recognized his particular and 
personal situation — one not dictated 
by the nature of the tasks involved 
in the office. Hence those travelling 
expenses were not deductible for tax 
purposes. 


More on VAT 
Prepayments 


ONFLICTING advice given by 

HM Customs and Excise on the 
significance of a prepayment in deter- 
mining the 'tax point' for VAT pur- 
poses formed the subject of a leading 
article and two letters in The Account- 
ant of March 1st and 15th. The latest 


edition (No. 6) of VAT Bulletin in- 
cludes the following announcement, 
headed ‘Correction’ : 

‘Cash-book accounting for VAT — 

In VAT Bulletin No. 5, the second 

sentence of the fourth paragraph 

should read ‘“‘The basic tax point 
applies unless a tax invoice is issued 
within 14 days afterwards, or a payment 
has been received or a tax invoice 
has been issued before the basic tax 
point (cf. Notice No. 700, para- 

graphs 31 (a) and 32 (a))”.’ 

This, while removing the earlier 
disparity between two official Customs 
and Excise publications, does nothing 
to resolve the fundamental conflict 
between the present definitive author- 
ity in section 7 (5) of the Finance Act 
1972 on the one hand and Notice No. 
700 — which is expressly stated not to 
override the legal requirements — on 
the other. 

No official comment has yet been 
received from HM Customs and Ex- 
cise in response to our earlier refer- 
ences, and a recent inquiry to the 
department revealed a preoccupation 
with transitional provisions. Certainly, 
section 47 of the Finance Act 1972 
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empowers the Commissioners to dis- 
regard any payment made before April 
Ist next, where it appears to them that 
the payment would not have been so 
made but for the tax — a necessary 
precaution to forestall wholesale avoid- 
ance by making prepayments before 


—. April rst and issuing tax invoices 


afterwards — and section 7 is over- 
ridden to that extent; but paragraphs 
31 and 32 of Notice No. 700 are 
expressed as general and not as transi- 
tional provisions. In plain terms, the 
bald statement in Notice No. 700 that 


— "This rule [i.e., adoption of the earlier 
of the issue of a tax invoice or a 


prepayment as the basic tax point] is 
compulsory, and not at the supplier's 
option' is incorrect and should not be 
followed, unless the Commissioners' 
powers under section 47 are invoked 
in a particular case. 

Further evidence of confusion and 


. misunderstanding within the depart- 
ment was furnished by one Customs 
. and Excise spokesman, who categori- 


cally stated that section 7 (5) would 
continue to have effect according to 
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its terms, once the transitional period 
was over, and who seemed to be un- 
aware that amendment of section 7 (5) 
has already been not only threatened 
but also included in the 1973 Budget 
resolutions. 


VAT Price Changes 


[Us of a leaflet explaining the 
price changes when VAT replaces 
purchase tax and SET from April rst 
are now available from post offices 
throughout the country. The eight- 
page leaflet, bright orange in colour, is 
part of the Government's information 
campaign to assist the public with the 
changeover. 

On the evidence of this leaflet, VAT 
appears likely to rival purchase tax in 
the number of borderline anomalies 
that have been created. Torch and 
radio batteries, and electric cookers, 
are expected to rise by the full extent 
of the tax, in contrast to electrical 
goods generally, which should fall in 
price by the same proportion. 'l'ooth- 
brushes, towels and toilet paper are to 





: The Prime Minister arriving at Chartered Accountants' Hall on Wednesday of last week when 


he was the guest at a private luncheon party. Mr Heath was welcomed by Mr Douglas Morpeth, 
T.D., B.Com., F.C.A., President of the Institute, and Mr John Hough, F.C.A., Secretary of the 


- Institute. The other guests at the luncheon were His Excellency The Hon. John Armstrong, 


High Commissioner for Australia; Sir Arnold Weinstock, managing director, General Electric 


Green, M.B.E., T.D., Editor, The Daily Telegraph; Mr C. W. Roberts, Private Secretary to the 
Prime Minister; Mr E. K. Wright, M.A., F.C.A., Deputy-President; Mr K. J. Sharp, T.D., M.A., 
F.C.A., Vice-President; and Sir Henry Benson, G.B.E., F.C.A., Mr J. P. Grenside, F.C.A., Sir 
Ronald Leach, C.B.E., F.C.A., and Mr B. A. Maynard, M.A., F.C.A., all members of the Council. 
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cost more; toothpaste, soap, razor 
blades and cosmetics (hopefully) less. 
lhe logic of this appears likely to 
confuse shoppers on a scale un- 
precedented since decimalization. 

The final round-up of information 
in our 'Preparing for VA'T" feature is 
presented on other pages of this issue. 


Automatic Exclusion 
M EMBERS who come into conflict 


with the criminal law are a small 
but embarrassing minority to a num- 
ber of professional societies. The 1971 
report of The Institute of Chartered 
Accountants in England and Wales, 
for instance, records that seven mem- 
bers and six articled clerks were 
brought before the Disciplinary Com- 
mittee as a sequel to convictions in the 
criminal courts. 

The constitution of the American 
Institute of Certified Public Account- 
ants, it has been noticed, provides for 
automatic termination of membership 
without a hearing ‘if a member has 
been convicted of a crime defined as a 
felony by the convicting jurisdiction 
and the conviction has become final’. 
This provision was invoked earlier this 
year against two CPAs, one of whom 
had been convicted of filing false and 
fraudulent Federal income tax returns 
and the other of embezzlement. 


Stock Exchange 
Finance Game 


Wl the final stage of the Stock 
Exchange Finance Game for 
Schools in sight, Selwyn Jones High 
School and  Haberdashers Aske’s 
School are still maintaining their early 
lead over all other contenders, and 
Oakham have returned to their former 
third place. At the latest valuation, 
the margin between the third and sixth 
places was less than £400. Present 
placings are: 


£ 

Selwyn Jones High School 28,455 
Haberdashers Aske’s School 27,187 
Oakham School Re (7 29 699 
Bolton School (Lancashire) 25,550 
Latymer Upper School (Ham- 

mersmith) . . EF (21525 453 
Leigh Grammar School (Lan- 

cashire) | .. m (5 25,903 


These contestants are all showing a 
profit on their initial stake of £25,000, 
despite the fact that the FT-Actuaries 
share index has fallen by 16-2 per cent 
over the period of the game to date. 
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International Partnership 


AY international partnership of 700 
partners and approximately 14,000 
staff on a world-wide basis has been 
created in the formation of Price 
Waterhouse International, announced 
on another page of this issue. This 
development, successor to the Price 
Waterhouse & Co international firm 
established in 1945, has been dictated 
by the desire for a closer relationship 
between partners in the firm’s various 
national offices and by the increasing 





jp Mr Stanley M. Duncan 
number of multi-national enterprises 
requiring professional services on a 
commensurate scale. 

Policies of Price Waterhouse 
International will be formulated by a 
special committee at present of six 
partners, though there is power in the 
firm’s constitution for this to be 
increased to a maximum of eight if 
desired. Mr Stanley M. Duncan, 
F.C.A., senior partner of the UK firm 
and a member of the English In- 
stitute’s Council since 1966, is the 
committee’s first chairman, the other 
members being Messrs R. G. Lee 
(Australia), M. L. Watt (Canada), 
R. N. Brooke (Europe), G. W. Young 
(S. America) and J. C. Biegler (USA). 

The Price Waterhouse practice was 
founded in 1848 by Samuel Lowell 
Price, later a member of the English 
Institute’s foundation Council of May 
1880, who commenced practice in 
Bristol and subsequently moved to 
London, where he was joined in 
1865 by W. H. Holyland and Edwin 
Waterhouse. Holyland retired from the 
practice in 1874, since when the firm 
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has practised under its present style 
(apart from dropping the comma from 
‘Price, Waterhouse & Co’ after the 
Second World War). Two of the firm's 
partners, Arthur Lowes Dickinson 
and George Oliver May, played an 
outstanding part in development of 
the accounting profession in the USA. 


Phase Two 


HE revised code on pay and prices 

published on Monday as a White 
Paper provides the basis for the 
operation of the Pay and Price Com- 
missions during Phase 2 of the 
government's counter-inflation policy. 
The proposals follow closely to the 
guidelines of the consultative Green 
Paper published last month. 

Some changes, however, have been 





of Inquiry into Industrial and 
Commercial Representation presented 
its proposals last November for the 
creation of a new Confederation of 
British Business, some doubts were 
expressed in these columns about the 
prospective support for those pro- 
posals (The Accountant, November 
23rd). Now that the Confederation 
of British Industry has had an op- 
portunity of studying the Devlin 
Report, it is evident that those doubts 
were well founded. 

The fact of the matter is that 
implementation of the Commission’s 
proposals would necessitate major 
changes in both the number and size 
of the many trades associations and 
employers organizations currently in 
existence. Not least, the character of 
the Confederation of British Business 
would be significantly different from 
that of any of the existing employers 
organizations, even one such as the 
CBI. To give effect to these changes 
would not be easy; some powerful 
external pressure would have to be 
needed. 

In a recently released paper pre- 
pared for its Council, the CBI has 
clearly recognized the problem in its 
contention that the 'greath strength 
of industrial representation, as it has 
developed in this country, rests on its 
essentially voluntary nature’. The 


CBI Rejects Devlin Report 3 
HEN the Devlin Commission CBI could ‘not support any proposals 


TX "m NEG" T METTE = = 
, Per eo ae ae ee 
4 f 7 " - 


= EF E D Lee) a 
T z 4 ; } xi EN ME x Am . MET = i xt 
í E , S ‘4 415 - rat d 


made arising from the discussions 
between the Government and in- 
dustry. The lack of incentive to 
industry to invest, which the CBI  — 
contends is still evident in the new 
proposals, has been at least partially — - 
offset by the provision that the Price ` 
Commission may grant price increases 
if it is satisfied that such increases are — 
necessary to encourage or ensure 
investment. 

Furthermore, if the company can — 
show that it has absorbed cost in- — 
creases to an exceptional extent over 
the past 18 months, the Price Com- — — 
mission will take such considerations ` 
into account. E 

On a more tangible plane, the ` 
definition of ‘allowable costs’ for | 
industry in determining its profit - 
margins has been slightly widened to ~ 


which included an element of dictation — 
to companies on the bodies to which ~ 
they might or might not belong'. E 

Furthermore, while the Commis- © 
sion’s proposal for a three-tier pyra- | E 
midal structure has ‘considerable — 
logical appeal’, it differs widely from  - 
the present system, and its adoption — - 
‘would involve immense problems of 
restructuring, not least the re-chan- | 
neling of the funds provided for 
representational purposes’. The Devlin — 
Commission, contends the CBI re- . 
port, ‘may have been over-impressed — 
by the representational pattern in some — 
European countries. The present 
British structure of such organizations — 
could not be changed to the extent 
required to meet the Devlin proposals — 
under any voluntary system. 

There can be little doubt from read- — 
ing between the lines of the CBI - 
Council's paper, that the real problem =~ 
is the fear of the smaller firms that —— 
in any Devlin-type organization they —— 
would merely be paying a large part — - 
of the bill, while having very little to < 
say in the activities of that organiza- —- 
tion. Such a reaction is fully under- — - 
standable and only to be expected. 
Unfortunately, this still leaves the — 
basic problem unchanged; just how — 
is industry going to ensure that the — 
money it spends on representations to — 
government will be used to best effect. 
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lettings. 


include ‘bought-in services’, such as 


transport, hire of equipment, insur- 
ance, storage, maintenance and en- 
gineering services not of a capital 
nature. Some slight relief is afforded 
by the fact that business rents will be 


controlled under the ‘standstill’, al- 


though this does not apply to new 
Interest charges are not 
controlled under the code, but new 
arrangements are in the offing in the 
light of a review of the profit margins 


— of some financial institutions. 


On the side of pay, the restraints 
continue into Phase 2 unchanged at 
{1 plus 4 per cent per week. But, the 
Pay Board will be able to investigate 
any claims for ‘special treatment’. The 
Board will also be able to give notice 
of the laying down of a period pro- 
hibiting industrial action over any pay 
dispute. 

Since Phase 2 is designed to last 
only until the autumn, it is to be 
expected that both industry and trade 
unions will be prepared to abide by 


the requirements. On the other hand, 
it is clear that industry is no happier 
than the unions over what it regards 
as ‘harsh restrictions’; nevertheless, 
there was some evidence in the Prime 
Minister’s week-end speech at Masham 
that his sympathy for the industrial 
viewpoint is more evident by its 
absence than its presence. 

The really important problems con- 
cern, of course, Phase 3 to begin in 
the autumn. What is then done will 
be crucial for industry. 





— THIS IS MY LIFE 


Learning 
the Hard Way 


by An Industrious Accountant 


A [E sat around the boardroom table and scowled 
/ V sullenly at the chairman. He smiled back blandly 


. and indicated he'd like me and Scotty to report progress 
. on our computerization project. We picked our answers as 
. gingerly as tight-rope walkers crossing Niagara Falls. 


We certainly couldn't tell him he'd personally botched 
the thing in the first place by insisting on a cumbersome 
committee combining accountants and salesmen — not 


. remembering that a camel is traditionally a horse designed 


by a committee. 
I couldn't deny myself that I'd bungled also, in nominat- 


. ing our internal auditor to the committee; he couldn't 
. quite bring himself to cut loose from his normal duties and, 
. perhaps with some reason, he didn't like staying on late 
. since his illness. As a result he wasn't always available. 


Scotty had nominated Bertie, who'd promptly asked for — 


and got — two assistants. (We've always stacks of surplus 


salesmen, though nobody will admit it. They claim to be 
doing EEC marketing studies, of course, but they spend 


their time prowling around the counters looking for 


bargains, or ogling the typists with dishonourable in- 
tentions.) Anyhow, the computer committee boys gave all 


_ their time to the project, studied the literature and visited 


installations, and became fluent in the jargon. At subse- 
quent meetings the internal auditor felt left sadly behind. 

The computer company’s systems analyst provided 
another problem. The terms of reference from the chair- 
man were to hasten slowly, so the systems analyst recom- 
mended that we run our programs on hired time in his 
service bureau. He could provide cut-price pre-packaged 
programs for each of our systems — sales analysis, debtors' 


records, selling costs, and so on — as separate deals to start 
us off. In theory, it sounded good, but it jumped the gun 
because we hadn't time to do a comprehensive preliminary 
study of future improvements. 

The systems analyst was efficient and enthusiastic, but 
his recommendation resulted in computerizing our current 
procedures unchanged, like providing ready-made suits 
for a family without allowing for growth. Where his 
standard specification didn't fit, he squeezed us in or 
dropped bits off — like that ancient Greek ruffian, Procrustes, 
lopping off the feet of the hapless travellers too big for his 
murderous bed. 

This highly-questionable approach naturally delighted 
our methodical punch-card supervisor, official assistant 
to the internal auditor, who was in contrast infuriated by 
the omission of certain cross-checks. He quarrelled with 
Bertie, who in his turn blundered by attending a top-level 
computer seminar in London to the exclusion of his assist- 
ants, who complained his high-handed methods to Scotty. 

Scotty and I buried the hatchet companionably, and 
tried unsuccessfully to sort things out from scratch. Then 
the chairman intervened. He listened affably to our tact- 
fully abbreviated reports, then solved the problem by 
transferring Bertie to his proper salesman's job of studying 
Continental markets. Accounts, he said, would run the 
computer — and if progress didn't improve fast, he'd call 
in a consultant to clean up the mess in my department. 








ies ds Ma 
ONMNTIREEZ 
I ETING JA 
CHNUTES. : 





March "m | 


i 
t i; 
T 
|| i 
T 
| 


| i E 
— INCLUDED IN PREVIOUS - 
: | MEMORANDA l i 
Assessment of i income: . 
N their 1971 memorandum the allied accountancy bodies 
askéd for'a reconsideration of the doctrine of the exclusivity 
of the schedules with a view to the presumption that Schedule D 
Cases I and II should predominate where the same entity- 
possesses other sources of income. Information is reaueteg. as 
to the Revenue’s present views on this přoposal. 


The Revenue were not yet in a position to report. The matter 


was still under review. In the meantime, it was hoped, the guidance: 


issued to` inspectors had alleviated the situation in many cases 


to which attention had formerly been drawn. 


| P o4 
2. Expenses and Schedule E assessments 


The allied accountancy bodies repeat a previous.submission for 
the reconsideration of the rules governing the allowance of 
expenses against income assessed under Schedule E. There is 
no doubt that the mote stringent Schedule E rule produces 
inequity as between those assessed under Schedule D and 
Schedule E arid it is submitted: that reconsideration is required. 

The accountants felt that the distinction between the expenses 
rule for Schedulés D and E was inequitable — their view Was 
that the provision that Schedule E expenses could only be 
allowed f hey were incurred "wholly, exclusively and meces- 
sarily’ gavi too much discretion to the DS They a 
either:  , 


(i) the. deletion of the word ‘necessarily’ ; 


of the income. Expenditure in excess of this should be 


allowed if the circumstances justified it. 


The Revenue pointed out, that under the proposed tax-credit 
scheme there would be a flat-rate standard deduction for expenses 
said, that in view of these likely changes, it was not an 

ate time to be considering others. | 









uous review of exemption limits 

of inflation means that various monetary limits in: 
become increasingly unrealistic. Specific examples 
to in paragraphs 4 and 5 below of this memo- 
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... Taxation Anomalies 
and Practical Difficulties 
T ` Accountants’ Discussions with the Revenue 


A memorandum on taxation anomalies and practical difficulties, submitted to the Inland 
Revenue by the allied accountancy bodies last. December, has since been discussed with 
representatives of the Board who have now agreed to publication of their comments. 
The accountants’ submissions, with the Revenue's comments printed in italics, are 


N reproduced below. 


randum. It i is considered that nde is.a need for a continuous 
review of such limits in the nent of the Poe inflationary 
situation. 


4. Taxes Act 1970, section 10: child allowances 


It is submitted that the limit on a child's income should bs 
increased. It has not kept pace either with inflation or with the 
increase in the child allowance itself. - 


5, PAYE Form P11D 
The allied accountancy bodies repeat the submission 4which 


. appears to them to have increasing force each year) that the 


£2,000 threshold for the return of se aes should. be sub- 


. stantially increased. - 


3. to 5. The accountants angen that, in the present in- 
flationary climate, it was essential that exemption limits should 


. be reviewed annually, citing the example of the annual review 


of National Insurance retirement pensions; 4. and 5. were only 
two of a number of examples. 


The Revenue replied that Ministers would not agree to adjust- 


. ments in allowances or limits but said that these were reviewed 


regularly. They accepted that the PIxD limit had never before been 
changed, but it would be referred again to Ministers before the 
next Budget. 


6. Allowance of tax agent's C ünrges against the 


client's taxable i income 


— The allied’ accountancy bodies have GEEVIGOBES submitted that 
(ii) a minimum flat-rate allowance fixed at, say, 3 per cent - 


reasonable fees of accountants and other tax agents should be 
allowáble against the tex liability of private taxpayers. T his 
submission 1s repeated. 


The Revenue said that there was no change tn their Sound on 
this pansion, 


-= <7. Non-industrial buildings and capital allowances 


It has been submitted previously that the principle that non- 
industrial. buildings should be entitled to capital allowances 
should be accepted for phasing in over a period of years. 

The allied, accountancy bodies repeat this submission and 
suggest that a start might be made. in. respect of expenditure 
incurred on social grounds, such as expenditure on vanta pollution, 
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The Revenue "said that. since PUT for; imon-industrial ` e 
: ia buildings would cost eventually: in the order of . £350. million. a `. 
| year, they. did not feel Ministers would ae to ony move ¢ 
"thé line suggested. » 


"The accountants said’ that they RNC the ub | 


^ 


M 


lode but wanted” to - stress - the E caused in l 


certain cases, e.g., hotels. : ve A 


Pai 
» 


E” AF Ly 
-* a 
r 


ug Taxes ‘Act 1970, sections 4 1 9 to 421: ‘assessment of: 


ye ‘Case. He income _. > T DE 


~ 


Be NS See Cl Seah iy a asain c 
N ed . £o n i SU 
^ 


-ACCOUNTANT | E a 


March 29h, 1973. 


- 


x 


of thé Act; the partners ; ET the NUN Vi be age 
.to income tax and surtax in the year following the change .- 


-not only on a full year’s:profit, but also on,what could be a 


similar or greater-amount represented by the post-cessa- ,. 
; tión receipts under section: 143. The total income tax and | 
, Surtax to be borne by the partners for the year following 
“the change is consequently likely : to exceed the full profits" 
earned by'the partnership i in "that: year, Tt is uper 
that section-143 should-hot apply where there:i is no.true. 
- permanent discontinuance of the profession’ or: vocation , 
and: accounts continue to: be | ‘drawn up ‘on poe cash ‘or’. 
other conventional basis after the change... 


(€ 


E A - simila? anomaly arises: whenever ah individual Or. 


In their 1941; "memorandum, the allied. stcountancy: bodies be 

^ * submitted that. Case IIT income should desirably ibe: assessed. * 
“on: an. “actual, year! basis, ih order to remove the problems 
. which. existed- in: the, case of fluctuating: amounts. "The Board 
greed to prepàre a note of their approved practice. It isthou ht 
- that this would be most helpful ; as an interim. mene RUE 
„the long-term, problem remains; . |, `v 


The Reverie. said they -had béen, awaiting. a ; letter PAP the 
^ accountants setting out the particular ace ‘on uuo M 
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| , was required, v` .-. 2 


to have been a change of práctice. 
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, "The accountants mentioned cases vise huisbaiids and wives, 
, ` are both. in receipt of interest in réspect « of which there seems . 
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, partnership’ that prepares its accounts on à cash or other 
«conventional Basis (say, Firm A) merges with- another '- 
. individual or partnership that. prepares its accounts‘on a. d 
full earnings basis (say, Firm D). In such a case the merged: 
firm: will have to prepare ‘its. accounts either on a full 
basis or on a cash or other conventional basis.’ TE 
^it adopts the earnings basis, income tax and surtax for | 
“year, following the. change "will. be charged not only on a i 
-full year’s profit of the merged: firm, but also oh a further . 


' amount represented by-the post-cessatior Teceipts of «4 


Firm A. If, on:the other hand, it. adopts the cash: basis,’ 
nót only is the writing-off of Firm B's Work in, progréss, ; 


sf and debtors not: allowed’ for tax purposes, but no credit : 


>" The Revenue said they did 'not know ms 3 ned but they » : 
Ce E ord de look at o instaices EN to t Gen Rom | 
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"9. Taxes ‘Act 1970, section 122: Case v- basis eto 
assessment ' "P 


m p 


In their 1971 EA the allied’ accountancy bodies diu 
attention to the absence of relief for losses arising from. foreign - 
- possessions assessed under. Schedule D; Case-V; unless there is . 
‘other Case V incomé in the same. year when, by concession, the: . 
; deficiency can ‘be set off against it. The ‘Revenue. expressed 
E with ‘the: proposal. of the allied “accountancy ica 
~ that Case: V losses should’ be éligible for carry forward a 
. future Case Viincome. It is submitted - that the law’ ‘should be 
"amended to give effect to this proposal. , " 
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The Revenue said that in practice ‘the situation was not so: black - 


as the accountants made it seem; if a taxpayer with income from 
property, alio. had investment income, it was possible to set off his: 
* losses sideways,’ They ‘could hold out .no hope of. including: the - 
matter in the 1973 Bill, but if the 'accountanis-had any hard cases. 
Par oc dior vl jhe Revenue would consider them, 
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“40. e Act. 1970; saction 143: post- “cessation, 
a receipts 
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Whilst the allied. accountancy-bodies eine ihe aia of. 
thé: Revenue to examine thé problem presented by a permanent 


„wish à repeat the previous submissions: - Uy 


a 
t 


» (a) In the case of an individual or a ‘partnership. carrying on 
"a "profession or.vocation thé Board óf Inland Revenue 
will in certain circumstances accept accounts preparéd c on. 


i ` a cash or other conventional basis. The Board has: stated - 
'_- that where.there is a~change-in the ‘persons carrying ‘on 


the profession or vocation and a notice of election could. 
-be.but is not given ‘under section 154 of the ‘Taxes Act. 

1970, the-profits of the proféssion’ of vocation will be com- 
"'püted-for tax purposes on a fuli earnings basis for the. 


that thé accounts continue to: -be drawn up, ona cash or. 
other conventional basis. By: reason of sections 144 and 147, 
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` first, three years following ; the. change, notwithstanding | 
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will be/given in’ respect ‘of thé -write-off if ‘and’ when a : 


liability. is incurred under, section 143. in the future- E 


réason of a discontinuance, merger or change,of account- 


_ ing basis. Because, ‘of these difficulties a number Jof pros. 


posed -; mergers `: that "Were considered openly. 
desirablé have had to be abandoned. V t 


"e + 
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© The problems outlined i in (5). above. (byt not doses in (353. 


‘were dealt with to a limited extent in a Parliamentary. '- 
reply in November 1670 when the Financial Secretary ^. 
Said that 'there. -may be`añ immediate. additional : tax 


ay 7 liability under section 144 (2)2.: without there being í any - 
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“inflow of additional cash’. However, the rethedy then. pro- p 
.. posed, i. e; "topslicing', is unsatisfactory because: . i 
<) the. Concession still leaves: income tax and possibly , 
^ surtax DN in circumstances: where: there is no 
*income;..' a 
^ (ij thé concession dóes nothing’ fot the Pp aa 
` is already: ponga iigh rate. -of tax ona normal ye -> 
profits. 
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The allied accountancy bodies theréfare abat that furthef-. 
"consideration. should be given to this matter. . 7 


ELI 


4 1. Loss. relief. : 
discontinuance of a continuing: partnership, they ‘nevertheless. "The allied’ T bodies ien their aba eon fors 8c 


l The Revenue noted the- accountants suggestion; But: Did 
~ whether it could be considered in advance. Pd ii: revision E MN 
riu of panes = 
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reconsideration of loss relief. in the "ou circumstances: ME 


(a) Taxes Act 1970, ‘section De 


"A 


' 'terminal losses: can. be carried Nt should be éxtended to 


~ 


a the textile industry. - 
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- income, not merely, against trading income. ‘ 


| Pos Act 1970, ‘section 177? 


a REED ingürring d trading: loss: tó obt 












Carry ‘back of terminal losses. ` - Thé. period? jor which 


six years, and. the. relief. should be available agains 


‘The accountants said that this was a a prob] 


The Revenue were ompatiei. to the T 
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-Losses other than terminal eee : This ect 
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March asd 973 | 


a profit E a E accounting ET Rélief obtained’ 
- does not. extend 'to.charges, on income which. have con: 
i ibut to the-loss. These ‘charges can only, bé carried: 
forward to be set against profits of the future accounting 
periods. There seems no-reason for this and ‘itis nO 
that the.section should be amended to give relief for the.’ 
whole! amount of the. loss; ue tbe E on 
income,’ 


| The Revenue said that. the reasons for - the dif erences 
were historical but they did mot think any. hardship was” 
caused. But. would look at any cases pu to. idem. y 
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12. Taxes Act 1970, section 96; benefits i in ! kind ~ 


motor-cars 


The question ‘of the use of the oia 'cost price of acarasthe ^ 


basis for computing the annual value of a second-hand car was 
raised by thé allied accountancy bodies in 1971-and the Revenue 


agreed to consider the wording of paragraph. 4 (a) ( I) of form . 
PriD' and‘ also their instructions to districts on this ‘matter. | 


Information as to the outcome would be appreciated. 
The Reve 
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13. Taxes Act 1970; section 248: allowances for 
charges i in income. 
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16. Firiónice: Act 1971, section 51-and. Capital : 
-Allowances Act: 1968, section 1 : initial allowances 
for industrial buildings 


"The allied accountancy bodies.in their 1971 mémorandum sub- 
;mitted that in view of the present leve? of initial allowances on 
. industrial. buildings, companies should be given a right of dis- 


. claimer similar to that which tliey have in. relation. to plant and 


"machinery first-year. allowances,. 

"They were asked for évidence of batdshito: It is considered 
that hardship ‘is unlikely to arise at present though it may 
become evident in a few years! time. The allied accountancy 
bodies accordingly repeat their previous submission. ` 


‘The Revenue asked for evidence of iii and the accóuntants 
agreed to reconsider ne we zu 
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17. Finance: ‘Act 1972, section 80: fand sold and v 
. leased back. `` i 


In their. submissions on the Ene. Bill 3 1972, the allied ac- 
,'countancy bodies expressed the view that the ormula in section 
|. 8o (3) did. not achieve the intentions of the section and that the 
numerator should be 15-- where n is the number of years or a 
- fraction-of'a year. In spite of Parliamentary comments they 
r adhere to this view, and would like to return to this point. - 


` The Revenue: Hatea the fomi 


The Board agreed to consider a noa made i in the 1971 B cue 4 


memorandum that interest charged to.capital should; in the case - 
of assets attracting capital allowancés, be included in the figure 
on which the allowances are calculated. On the broader aspect, 
the allied accountancy | bodies consider that sections 248. (5). (a), 
to the extent that it relates to interest PE to capital; should © 
be repealed. 

The. accountants said that. this : ‘provision was an anomaly 
because it was so easy to get round it. 


The Reve iid to look at it. 


^ 


14. Finànce Act 1971, section 41 dnd séction 44: 
capital allowances 


In their 1971 . memorandum, ' the allied ageun aney. bodies _ 


18. Finance act 1894, sections 1 and 7 (5): -value ; 
of property 

"The allied accountancy bodies wish to: nes the "em 
that, where-an/asset falls to be valued at the date of death by 
reference tò the proceeds of salé; as in section 39 (3) of the 
Finance Act'1969, the term ‘should be interpreted as being net of 
v the. direct expenses of salé. As has been pointed out, the adop- 
:tion of the gross proceeds. as the principal value may penalize 
thé estate if the trustees in discharge of their duty to sell at the 


1: best price incur sale cost8’of an- amount that results in the net 


* procéeds being: smaller than the gross Proceeds would’ have been 


^ on a restricted, gale. -` 


The Revenue said that. this point was not at presei one -to be 


drew attention to the position whereby writing-down allowancés..* - considered ge from the generat discussion. of the Green SEN 


are denied if, for example, expenditure is incurred towards the - 
fabrication lant and, before delivery, the supplier goes into 
liquidation The Revenue agreed to examine this: point and 
information as to the outcome would be appreciated. : 

In the se of a contract providing that the trader should _ 
become thei owner of the plant on' performance of: the’ contract, 
the Revenue thought 1 that paragraph 4.0f Schedule 8 to the Finance. 
Act 1971 would normally apply so as to, give the sanie result as 
if the trader, had sold the plant at a loss before putting. it into use.’ 
If so, he mould. receive an addition to his pool of qualifying expen- . 
diture for the purpose of ‘writing-down | allowances equal’ to .the 
excess of hi 
of his righ 


mes 












| under the contract. ] 
15. Finan y 
allowane S 
The Reve 
1971 memorandum. that-the right to claim a reduction in the ^ 


amount of ja writing-down allowance should: be: exterided to. 
companies, as is already_the case with first-year allowances. : 
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Act 1971, section 44: writing-down x 


The allied | accountancy, bodies would aes information 


as to the present position. 


- It was agreed t in discussion de thé present sten. was sicienty 
flexible. Tr? > 
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| capital payment. over boc cu he n in respect" 


e agreed. to eon da the ERN made. i in the: $ 


“the 
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19. Finan&e-Act dii section 35: estate. iii | 
„exclusion of donor, or.owner.of an interest, | 
from possession or benefit 


"(a).'T'he submission was made in 1971 that for A purpose of 
deciding : whether: liability to estate duty on certain gifts inter 
vivos arises under this section, there should be a procedure for 
- agreeing the, full, consideration appropriate to the property, 
'e.g., the commercial rent. It is understood.that'this submission 


| 419 - 


' 
NA 


18 unde: consideration, and news of the outcomé -would be ` 


, appreciated.. ' E 
-The AME sed that P did not Din there was any aral a 


. dissatisfaction uh the. present procedure Sor determining com- 
. mercial rents; there seemed very little Dania in SIE up a penat 
^ procedure for agreeing them. 

(b) A further anomaly i in dh field i is elered ‘to here. Where à 
donor retains àn interest in land via a partnership, he does not 
' have ‘actual óccupation' in .terms of section 35 (2). It. thus 


appears that. even if there i is full éonsideratión, the transaction :- 


does not fall within the terms of section 35 and that the gift 


. would be treated as passing on the donor' 8 death. 


. The Revenué said that, they would. regard the donor as having 
actual i cani in the circumstances which seemed to be tee 
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If he was dered: thé Benef! M section 35 (à because ied was not 


; full consideration;:there was no. ney 


i 20: Piande Act 1965, Schedule 7, paragraph 11: 


. Any 
_ in the value of thé shares and may. attract capital gains tax. Yet 
-in the event of the busiriess failing, both the shares and the loan 


NR 


debts — exclusion of chargeable gains on HIS, 
except debts on a security . 


The submission has previously been made that losses : on loans, 


which are associated with the shares in a cornpany as part of the 


selected method of financing; should rank as allowable losses. 
arising on the sale of the company is wholly reflected 


may be lost, yet only the loss on the former is allowable. 


`- Ministers were aware of this problem. The Revenue would 
consider hard cases, but they could offer no promises that they 


‘could do ene about m in the near Tene 


- 


- ADMINISTRATION AND GENERAL POINTS 


` -21. Compensation payments in respect of - 


removal and other expenditure on a pompuy'sory 


' purchase . 
A number of cases have been reported of what is ‘effectively | 


double taxation where a business receives compensation under 


" various headings on a compulsory purchase of its property. In 


the case of compensation for revenue expenditure, it appears to _ 
‘be the Revenue practice to disallow the expenditure | 


though 


' Jocal authorities are: required to deduct a sum equivalent to 


: corporation tax from the compensation moneys. Consideration. 


should be given to the correction of this anomaly. 
: The Revenue said that they had already dealt with this matter. 


à Copies ofa pres. release were roma 


. 22. Notice of hearing of appeals by General i 


" Commissioners : 
_ "The allied accountancy bodies wish to express their support for 


a submission of the Law Society, that the helpful practice of 
some Clerks to.General Commissioners giving notice of hearings 
to agents as. well as to taxpayers, shouts be made a statutory 


` requirement, - 


The Revenue Du that EE des merits " this proposal — 
id they agreed that there were merits — it could not be expected 


. that Ministers would be prepared to legislate on it in isolation but a 


general review of appeals procedure was being undertaken and the 


accountants’ point would be considered in that context. 


The accountants asked if the procedure for surtax appeals 


' had been accelerated. 


The Revenue said that, although there had been an increase in 


the number "f cases listed, there had been no change in policy. 


23. Partners' annuities 


" Annuities paid by partners to retired pira or their sida 


- are, 


in certain defined. circumstances, deductible for surtax 
purposes and are usually a charge on the partnership income. 


‘The recipient and. his widow have to regard the income as 


, investment income and are liable after April 6th next to the 


investment income surcharge thereon. | 

It is suggested that such annuity payments to partners and 
their widows should be classified as earned income and so not 
liable to the investment income surcharge. 


The Revenue said that this matter was still sub judice as it was 
possible that there might be an appeal in the Pegler v. Abell case. 


They would. have to await. the outcome of. this; the best course ` 


eien might be to hold a rid meeting on the dd 


-— 
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24. ‘Retirements annuities — - estate duty and income 


.tax - 


The^allied accountancy bodies draw attention to the situation: 
which can arise on the death shortly after retirement of a person 
whose retirement annuity is guaranteed for a, term certain, a 
common practice. 


. March 29th, 1973. 


` Estate duty is levied on the capital value of the expectancy | 
without deduction for income taxation, and when thé remaining - 


instalments are received they are taxed as unearned income. In 


many cases the combined duty and income tax may exceed the - 


benefits. It is submitted that this is inequitable and that the 
purchased life annuity method should be applied to the instal- 


." ments so that only the income portion is taxable. 


The Revenue said that annuities for a term certain were valued | 
on the footing that the purchaser would pay standard rate 3ncomé 
tax. They would find out whether there was any difference between ' 
England and pec ; | : 


\ 


; INCOME TAX 
25. Taxes Act 1970, section 177 (3A): 
than terminal losses 


It 1s suggested that relief for first-year allowances under this 
section should be made available to individuals, thus enabling 
them to carry back the ino allowances in the same manner 
a$ companies. : 


The Revenue noted the póini 


F 


106968 other 


26. Taxes Act 1970, section 227: retirement 


annuities 


With the increase in the a of: non-contributory pension : 


schemes, an employee may find that he retires without the pen- 


sion which he anticipated but is unable to make'any provision . 


under section 227.- This situation can arise where an employee 


\ 
+ 
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leaves an employment before reaching tetitement age and under ~ 


the non-contributory pension scheme he loses his pension rights 


. completely. Such a cessation of employment may be for causes 
which are outside the control of the employee, e.g., following a 


take-over. In such cases the employee has effectively been in 
non-pensionable employment throughout his term of service 
but because of the provisions of section: 227, he is deemed to 
have been in pensionable employnient. 

It is. suggested that taxpayers assessable under Schedule E 
should have the right to spread back premiums paid on retire- 
ment annuity policies for a period of, say, up to six years where 
pension rights have been lost due to a-change in employment. 

The Revenue satd. that the problem should largely disappear 
when the provisions of the Soctal Security Bill came into force 
because of the ‘preservation’ requirements for recognized occupa- 
tional oe? schemes. 


£ 


27. Finance Act 1971, Schedule 2: annuities for 


. the self- employed and others ` 


The allied accountancy | bodies submit that the earnings limit for 
the purpose of the maximum premium calculation should be | 
increased from the- ‘present figure of £10,000. In the case of 


employed persons there is no corresponding limit and, although 


it is accepted that there are some differences in the case of the 
self-employed, the present limit appears to be too low. 

The Revenue pointed out that it was not reasonable that the: 
earnings limit should be varied every year. They agreed that the 


previous period of x5 yedrs might be regarded as overlong but pointed 


out that the limit had last been raised as recently as 1971. 
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. 28. Finance: Act 1971, Schedule 4 d) meaning ef: : 


wife's income dc" 3 


It appears that instructions have been given. dé 5 Insectes of ' 
Taxes that this paragraph authorizes, them to treat charges.‘on : 
income and interest: paid by: : a wife a8 a "deduction from her. 
earned income where separate unearned: income, continues to 
be treated as that of the husband. This seems to be wholl 
" inconsistent with the general treatment of. such payments. which * 
are always regarded as issuing primarily- out-of unearned in- 
come and. contrary to the treatment of such payments under 
_Finance Act 1971, ‘section 24, which deals ME the deferment 
“of the payment of 197273 surtax. ` ' > 

The ‘Revenue said- that. this provision. jelloned: on Foa dec 
princtple that the wife's income. could, by option, be treated as a 
separate source. No one could.be worse off than before, since 6 there 
was no a to opi for separate assessments, io 

| E E T E pe : - "T 

29. Find ce Act. 1971, section "35; repel of 21 3 
Taxes Act 1970,.section 31: relief where income.. 
for longer period is received in one year s 
The allie accountancy, bodies regret this repeal and submit that, 
as the highest rate of personal taxation under the unified system - 
will.be higher: than-under the’ present, ie a corresponding 
relief, shoi ld be introduced. ^ X det 

The: eme said. that this ‘had been dntendod as a reasonable 
simplification. In the great majority of cases (of. which there were ` 
only some 300 per annum) i there was no Bares to the taxpayer. 

The accountants pace this. - 
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30. Taxas Act 1970, sacon 240: interast received: | 
under deduction ofi income tax = > a 





RM so to continue under. the p D 
system. Jt is submitted that this practice is illogical ‘because it 


aoa €* 


i review P FON TR ani wold look at-aiy cases . 
“hich th accountants withed tà submit a ^ a" 
:32. Fiance Act 1972; sectión 94 and Schedule 16: 

; close companies. "ga 


" (a) Where a close io dpenl company receives franked invest- 
ment income and it'makés capital gains: in the same accounting 
| period, the resultant tax: liability- is increased by reason of the 
capital gain because management expenses and charges on 
income must be set off against profits, including gains, charge- 

‘able to corporation tax before they-can be,set off against franked 


_ investment’ income. The situation Can arise where, with. a sub- 


‘stantial capital gain and no other chargeable income, ‘the relief. . 
.for management ‘expenses: and charges on income may be. 
"entirely offset by the amount .of the capital gain so that the 
' -franked investment income becomes wholly liable to be appor- 
.tioned to higher rates of tax. It is suggested that it is anomalous 
- that a company can find that it has in practice to make a dividend 


payment. simply because it-has made- a. capita, p in ‘the ; 


, accounting period. 





y 


The Revenue didnot agree that there was any anomaly; for the C 


“capital gains had increased the. company’s: Tesources. 
. (5), Difficulties are arising because there appears to be a hane 


| intlie interprétation of a ‘first business Idan’ within paragraph 12 


„of Schedule 16 (and its predecessor section)- on the part of 
"inspectors. It appears now to be contended that initial credit 
from suppliers or. bank credit obtained during the first year of 
trading should be treated as first business loans. The allied ac- 
countancy bodies ask whether there has been a change of prac- 
tice, If so they would regard it as inequitable and contrary both 


: to. the legislation and the desire to simplity the BHO puse 


dure, ‘and ask for its reconsideration. ~ . 
The Revenue said-there had been no change of practice but — 


33. Finance Act 1972, section: 409 and Schedule e 
' corporation tax — tránsitional provisions, ' .." 


is a fündamental principle of ‘corporation tax. that company A company which maintains its dividends at the safne : amount 
profits are subject only to corporátion tax which is payable at a^ year by year will nevertheless become involved in the restrictions - 
specified, time after the. end of, any, accounting period:.It is — contained in Schedule 23, paragraph 2, if its franked investment 


therefore submitted. that income tax so deducted should. be - ‘income, however small, is larger in the fiscal year 1972—73 than it ^ 


repaid quarterly to companies.” 


The aid that the sient al could coin. 
Revenue. magn $r opos m com: . "corporation tax. Some form of de minimis allowance is suggested. + 


. plicate | administration, be costly, and increase. the economic 
from ‘peaks’ i in tax payments. They promised, however; 
MIR ary E 
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TE “CORPORATION. TAX“ 


gt. Taxes Act 1970, sections 258 and 1272: groups ps of ` 


companies ` ~“, Pes. 


Section|272 (4) makes it ae that a a company fees not cease to 
P be: am r of a group. merely becausé.a resolution for. its: 
p has been pus Section 25 (group ae remains . 






"section 272. If this is not practicable, a similar provision to that‘. 
in section : 272 (4) should be iricluded.in section 258 to remove - 
uncertainties. This particular point, ‘namely the effect (if any). 
of a resolution to wind up, has caused difficulty ` where a capital : 
. gain has accrued. to a company in liquidation . and another. 
company in the group bas a trading loss; ^ `. 


The Revenue sid that they would cms i during eir 


Lis » 


was in 1971-72. It is anomalous-that an event over which the | 
“taxpayer | has no control can affect the treatment of. ita: advance - 


nen aed aa 3 


- f, ^^ 


| CAPITAL. GAINS TAX. 


(d T 


: 34, Trading losses and capital gains.. DAP ET i 


Difficulties are being experienced where losses 4 are sustained, over 
a period of years leading to'a decision to ‘sell up’. A disposal. of. 


the -business assets may involve a liability to capital gains tax _ 


‘and the net amount. remaining may well be insufficient to pay: 
- the creditors. There.is thus a danger that the trader.may be. 


x: trapped i in a loss-making. activity because the only way 2: escape 
_ is barred by:the capital gains tax charge; - 


"This is illustrative of the submission made in the 1 
rendum that losses not relieved under section 177 of the Taxes 
-Att 1970 should be set-off against chargeable gains arising on a 
disposal of assets used for the purposes of the trade, including 
disposals arising after the discontinuancé of the trade or 
during liquidation. ° me 
: The Revenue noted this proposal but could old out no hope oe 
it oue receive early. attention. . 
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COMMON: MARKET COMMENTARY 


The Community and World Money 


by RICHARD BAILEY . 


NE of the fears expressed by opponents of British 


membership of the European Community was that the ` 


. UK would find itself pushed into agreeing to policies put 
wap. by the Six just to show what good.Eutopeans we are in 
this country.. This idea has been completely refuted by the 
action of Mr Barber in the current monetary crisis. The 
Commission was anxious to put together. some kind of joint 


float, of the Community member currencies, Such an.. 
arrangement was régarded as necessary to establish the 


credibility of the Nine in world monetary circles. 
. However, Mr. Barber, with the Budget ‘on: his: mind; 
wanted to avoid.a situation in which Britain was bounced 
“into participating in an arrangement that put undue 
“pressure on. sterling. This explains the so-called ‘tough 
terms put forward at the meeting of Finance Ministers on 


‘March 4th. In particular, Mr Barber refused to join in a 
‘Community float unless the: other members pledged’ 


‘unlimited support’ for sterling. One of the main reasons 


for concern was that the new pattern of exchange rates 


should not lead to any considerable increase in UK food 
prices in the.short-term. 
- In the event the Six agreed on March oth, to float their 


| "cufrencies jointly while leaving Britain, Ireland and Italy tò 


‘float: independently. The Commission is reported -to have 


agreed that the float should be backed by 10,000 million ` 


units of account (pre-Smithsonian dollars) from July 
onwards. No arrangements. have been made regarding the 
timing of any re-alignment of parities that may take place. 
"What this means in practice is that the world monetary 
' system has been out of gear since Mr Nixon declared that 
the dollar was nó longer convertible into gold, back in 
„August 1971. The Smithsonian agreement. of the sanie year 
'and the devaluation of the dollar in February this year 


accompanied by the floating of the yen, have shown them- ` 
selves to be no more than éxpedients for buying time until . 


a new world monetary system is devised and agreed. ‘The 
protracted argument in Brussels has done no more than 


illustrate the very limited nature of the contribution which, 


the Community can make, at the present time, to solving 
these problems. | as 


Association and Trade Agreements 


„AN ASSOCIATION agreement between the EEC and Cyprus 
has now come into effect. This removes virtually. all trade 


barriers between Cyprus and the Nine, in two stages over - 


nine and a half years: The first stage runs until June 1977, 
"and details of the second will be negotiated before then. 
An immediate tariff cut of 7o per cent will be ee in the 
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industrial sector, except for petroleum aries: and 
Cyprus will reduce its tariffs.by 35 per cent by mid-1977. 


. Some Cypriot products will continue to, enjoy protection 
for the time being and a safeguard clause can. be invoked to 
protect "infant" industries. The EEC agreed to a 40 per 
' cent preference for Cypriot citrus fruit and a 100 per cent 


tariff reduction on.carob beans. A two-year grace period 
will be allowed before thé EEC minimum reference price 


is imposed on sherry exported to Britain and Ireland. 


New trade agreements have been negotiated between the. 
EEC and Egypt and the Lebanon. In the case of Egypt, the 
agreement provides for a 55 per cent cut in the Community 


tariff-on industrial exports from Egypt, and concessions in” ' 


the agricultural sector. These include a 40 per cent re- 
duction in EEC duties on Egyptian citrus fruits in return 
for which Community industrial exports to Egypt receive a 
50 per cent concession. The agreement. contains a clause 
providing for its modification of the ae merger 
between Egypt and Libya takes place. 

The five-year agreement with the Lebanon is on similar 


agreements the Community now has trading links with all 
countries with a “Mediterranean coastline except Albania, 
=e and Libya. - 


The Community's Own Resources . 
THE COMMISSION has carried out a survey; in conjunction 


_ lines-and covers 58 per cent of the industrial exports from 
the Lebanon to the Community and nearly: 40 per cent of 
its agricultural exports.. With the conclusion of these 


- 


with the national administrations of the member states, of. . | 


the Community's own resources for the period. 1973—75. 
This covers the revenue which is available to- the Com- 
munity directly. and not on contribütions from. national 
goverriments. T'he system is still in‘process of implementa- 
tion but the intention is that each member will turn over 


to the common exchequer all levies from imported agri- ' 


cultural produce, plus an increasing proportion of all 
customs duties raised based on a sliding scale. Any shortfall 
on the total required, up to 1974, will be met from bud- 


.getary contributions made according to a key..From 1975 
onwards the contributions of national governments: will be 


replaced. by revenues from an addition of one percentage 


point maximum of the then- harmonized VAT within 7 


member countries. 
‘The Commission’ s survey estimates that the Com- 


munity's own resources in 1973 will be 2,500 million units. 
. of account(per Smithsonian dollars), 3,200 units of account . 
in 1974 and 4,goo millions in 1975. The substantial i increase: 
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March 29th; 1973.” 


"WU NN 
March 29th, 1973 


in 1975 represents an estimate al the’funds to come from 
VAT replacing contributions from member governments. 


On the basis of forecast expenditure the rate of VAT. 


required 'will be around 0-25 per cent. However, the 
Community is likely to embark on new initiatives requiring 
additional funds so that the Commission's estimates are 
liable to require an upward revision, ue cq 


National Accounts 1961 4 971 


THE STATISTICAL OFFICE of the European Communities has: 
published the most recently.available figures for the national ` 


accounts of the nine. member countries, These show that 
in 1971 Denmark and West Germany had the highest GNP 
per capita. ‘These two countries are at about 65 per cent of 
the United States GNP per capita. 

Economic growth in terms of GNP at constant prices, 
from 1968 to 1971 was most rapid in the Netherlands and 
France (55 per cent). For Denmark, West Germany, Italy 
and Belgium and rate varied between 44. and 48 per cent. 
At the lower end of the scale were Ireland (37 per cent),. 
Luxembourg (31 per cent) and the UK (23 per cent). For 
the Nine|as a whole, the volume of production rose by 
43 per cent from 1963 to 1971, compared with 35 pet cent 
for the US and 124 per cent for Japan. 


Per capita Gross National Product at market prices and national 


revenue in 7971 (in units of account: 1u.8.—1 Eur) 
` ] - 4 d 


! - Per capita GNP 


i 


Per capita 
1 at market prices national revenue 


1 


Denmark . 3,456 2,635 
Germany ' 3,387 2,601 . 
France .. 3,176 2,437 
Luxembourg. 3,027 2,274 
Belgium | 2,936 2,319 
Netherlands 2,728 2,208 . 
United Kingdom 2,421 -4,869 
Italy i4 1,867 1;521 
ireland .. 1,532 1,183 
The Nine 2,736 2,130 
United States 6,149 . 4,161 . 
Japan 2,101 1,697 


| | 
Revised Insurance Rules 


} 


NEW inSbRaNce RULES have been drafted by the Com- 
mission to harmonize rules so that insurance companies 
can operate more freely on a Community-wide basis. If 


adopted the Directive would establish common rules on. 


such matters as the relation between the size of a company’s 
capital and the amount of risks covered, how premium 
income should be invested, the degree of liquidity re- 
quired o insurance companies and the size of margins 





available or meeting additional claims. The new draft is . 


intended to overcome objections made by the United 
Kingdo toa similar. proposal p» forward last year. - 


Community Consumers Better Off 
PURCHASING POWER of consumers in the Six increased by 


some 74 per cent between 1958 and 1971, compared with ` 


39 per cent in the United States and 34 per cent in the UK, 
according to the General Report.on EEC Activities in 1972 


published in MEDIE The increase in prosperity in the. 


ACCOUNTANT ` 
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Damus led to an increase iù consumer spending on 
health, transport and leisure, along with a fall in demarid for 
food and clothing. 

In the Six, trade in, cameras rose by 2,270 per. cent 
between 1958. and 1971. ‘Trade in private cars rose by 
1,233 per cent and in refrigerators by 385 per cent. Prices 


" charged for consumer goods still varied widely between 
the different Comniünity countries in spite of the rapid 


Increase in trade between members. One explanation given 
for this was the fact that distributors still bought their 


" supplies through national agents rather than ducc from 


manufacturers in the country of origin. 

The rules of competition which favour direct imports, 
were disregarded in many cases. Cross frontier trade was 
250 Bed up by technical and administrative difficulties. 


European Confederation of Trades 
Unions: 


^ THE EUROPEAN CONFEDERATION a Trades Unions. was 
‘inaugurated on February gth, in Brussels, Mr Victor 


Feather, Secretary General of the T'UC, being chosen as its 


. first President. The Confederation, which has some 29, 


milhon members, is. regarded as the response of inter- 
national trade unionism to European integration. The 17 
organizations which make up the confederation are all 


. members of the International Confederation of Free Trades 


Unions. | . - 


Association of EEC with Norway. 
THE COUNCIL of Ministers has defined the terms of refer- 


- ence for the negotiations with Norway. The agreement 


envisaged will be on the same lines as those signed with the 
other EF TA countries which have not applied for member- 
ship of the EEC, with tariff reductions spread over four and 
a half years. Sensitive products for which longer time- 


. tables would be offered, include unwrought lead and rare 


metals, paper and paper board, special steels, ferro-alloys, 
silicon carbides, and unwrought aluminium. 
The EEC is asking Norway for, facilities for fruit, 


"vegetables and wine in exchange for tariff concessions in 
- frozen fish fillets and other fisheries products. Two working 


parties have been set up and it is hoped that the agreement 
and the necessary paren will be ready by April rst. 


Nine and Seven 


ENLARGEMENT of the EEC has meant de reduction in size 
of EFTA. The new groupings are now nine countries in 
the EEC and seven in EFTA. The reason for EFTA’s 
apparent resistance to falling below seven members is that . 
before the Brussels negotiations it consisted of nine 


members, Iceland having joined in 1970 and with Finland 


in a special position as an associate. The table overleaf, taken 
from the. EFTA Bulletin (Jan./Feb. 1973), shows the major 
statistics of the Nine and the Seven. In terms of population, 
the departure of the UK from EFTA leaves Portugal .— 

with 8-8 million inhabitants — as its biggest national market. 
In the EEC, Britain with 55-6 million falls in behind West 


’ Germany (61 :3 million) but ahead: of Italy (54 million) and 


France (51- 3 million). 
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M The relative position of the seven and nine EFTA countries in 1971 ^ — . a 
milliard US dollars . US dollars  ..; . 
Population Exports Imports Exports Imports | GNP 
million’ fo.by ELI ‘GNP. ‘per capita. per capita per capita 

„Austria .. ' .. 74 |. 3:1 4-2 16-0 424 561 2,161 
Finland .. ^" we 4-7 12-4 2:8 11-4 501 "585 2,415 
lceland .. — 0:2 0-1 0:2 0-6 749. 1,048 2,983 . 
Norway .. 3-9. 2:6 4-1 14-1 658 1,049 - 3,618 
‘Portugal ... aa she, sbi ih M 8.8 ` 1:0 1:8 vow 117. 201 811 
Sweden uu wee. xe wou Pe Be uo OH 8-1 74 «74 ' 852 918, 871 4,342 
‘Switzerland P =) TC HIE NE 6:3 5.8 72 25-2 915 1,147 . . 4,005 
"Total: seven EFTA countries 39/4. 22-4 27:3 109:6 670 693 2,781 
Denmark .. s ee 5-0 ‘3-6 46 17-0 723 917 3,404 
United Kingdom ae 55-6 . 22-4 23:9 115-0 402 430 2,069 
Total : nine EFTA countries : 100-0 48.4 — 55-8 241-7 483: 558 2,417 
BLEU 10-0 12:3. 12-7 29.4* 1,230 1,267 2,940** 
"France "vu 94 déc de ae 51:3 20-5 212 162-8° 400 . 414 E v ub 
Germany .. V2 «c .. d o8 61:3 39-0 34-3 207-6° 637 ' 560 . 3,387 °* 
Italy’ 54-0 151 '16-0 100-6* 280 296 1,863 °* 
Netherlands : $5 13-2 14-0 15:2 36.0* 1,062 1,151 ater 
Total: six EEC countries 187-8 101-0 99-4 536-5* 538 529 2867 ** 
Ireland , p i Tus e T 3:0 003 (T8 4:5 436 ‘612 1,486 
Total: nine EEC countries gn - xw ? 2b1:4 128:3: 129-8 673:0* 510 516 2,677* r 





K In billion units 
18th, 1971. — — 


**In units of account. .. 
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The Changing Scene 


of Company Law 


by D. G. RICHARDS, F.C.A.,.a partner in Harmood Banner & Co and a member 
of Council of The Institute of Chartered Accountants in England 


Lord » * 


Amongst practising accountants it has looked, for several years, as though taxation 
specialists were the ones in the main growth area of legislation. m 
Changes in UK company legislation must to some extent be overshadowed by the more 
important changes that are proposed under EEC regulations. Nevertheless, there-are a 


‘ 


é 4 


and Wales.. 


+ 


‘considerable number of matters which may well be considered important and certainly 


more immediate, purely in the area of municipal companies legislation. 


.[7OR there to be a Companies: Bill 1973, it would look as 
- though it will be necessary for the Government to reach 
firm and detailed conclusions during the spring of 1973 on any 
Jaw reform to be enacted in this Parliament, and for a Bill to be 
presented in draft form to Parliament in the autumn of 1973. 
».. "T hére are two-ma.n groups of items which' might form part 
-of a'Companies Bill 1973, fhe first being those items‘ contained 
in the Jenkins Committee Report of 1962.which were not in- 
corporated in-the 1967-Companies Act and the second being 
other matters which have arisen since that report, as a reault of 
which it has become desirable for one-reason or another for the 


" 


law to, be strengthened or amended. ` Prada 


-The substance of a paper presented to the recent annual conference of 
The Institute of Chartered Accountants in England and Wales. 


™ ^ 
r " ` 
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Firstly, on the subject of the-protection of minorities. This is 
an area which mainly applies to private companies where there 
have been cases of abuse by directors drawing excessive re- 
muneration at the expense of tlie dividends of minority share- 
holders. There have,also been cases of refusals by . directors 
to register shares devolving on‘: personal. representatives, 
thereby forcing the sale of those shares by representatives to 
themselves. | : a 

Secondly, in the general area of disqualification ofthe right 
of a person to be a director of a company, it is not impossible 
that legislation might be extended: to include fraud or dis- 


honesty’ by a director outside the company of which he is a- 


director; there might also be ground for suggesting that im- 
proper, reckless or even perhaps incompetent action within the 





of account (UC) of the EEC. 1 UC is equal to 1 US dollar before the new par values of currencies were established on December - 
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THE WORLD EXPEDITIONARY "ASSOCIATION: 

|. offers. you. ‘the cheapest and most reliable , - 
.CHARTER. FLIGHTS AND DISCOUNT, 

. SCHEDULED-FLIGHTS in the UK 1973-74: 


Including ABC (Advanced Booking Charter) Flights. 
New York £45 return > . Toronto £4? return, . ; 


"ut 


Los nis tes return — Vancouver ETS return 


OL ER" Return '. oU Return 
. Destination fare; Destination fare Destination uu a AE Mes ] 
S Aera >. fs *DarcesSalaam |.’ 170 | Masilla "s $4269 * 
"Aden cU '180 Delhi | 160 Melbourne - 290° 
, *Addis Ababa | 190 *Djakarta . 200 *Mexico City 4,175. 
_ Allcante ` 40 *Durban 175' Minorca 40 
. Amman 100" *Entebbe. 135... *Nalrobl 115 
, "Aamdra 7 140, Gerona 40 New York 0458 
, Athens m 60 Hong Kong '290 - Palma . 40 
, "Auckland 320. Ibiza `. 40 Perth. 290 - 
*Bahamas — , ah *Johannesburg 135 “Rhodesia . . 490 7 
` Bangkok 200  *Kabul | i 180 Rio de Janeiro -250 
*Barbados AM 106 *Kano | 170 . Rome-. CECEN 
*Beirut aoe 100 “Karachi -' 155  *Sao Paulo ' 260 
*Bomba 155 "*Khartoum 135 *Seychelles -` ^ . 180 
*BuenosAlres .: ao "*KInshasa ' 270  SIngapore" ^ i 
m ss Kuala L 160 "Syd 
48. 00 limbless Ex-Service men n depend c on the British " "Cine Tow i 490 Kuwait 130 “Tehran 130 
' Limbless Ex-Service Men's Association. "- 200 . Lagos. 115 #Tel Aviv . 100 
c QD “ch Cheick ch’. 320 =’ Las Pai i 60 Tenertf ~ 69 
BLESMA is not aided by the State. But we urgently need | ]. Colombo A445 me. 250. *Tokyo "990. 
rans conquer thelr: handicap. , "Cyprus ` 85 — Los Angeles 65 Toronto. + 49, 
money [f fto help these vete d val P “Dacca . 210  *Lusaka 175 Trinidad C425. 
"And to! lp and maintain, homes in'which they con esce: ... Madeira 40$ Mancewrer | 75 
„and are given care and comfort In their old age. c Scheduled flights’ Malaga 40  *Wellington 320 


' This is} 


here you can help.-A word from: you:to your. 


. Eligibility: all persons it hat in the activitias of the Association . 


|. Grants. for expedi ciant. s 


D up quotations. Free Information service. : 
: Chairman: M Wilson, M;A., D.Phil.(Oxon.) š 
: i Vice Chalr mam: Penny VWatts-Russéil; B.A.(Lond. 
M E Tel. 01:589 » 3345/0500 Address: e Beauchamp Place, ondon swa 
«^ d . . eo oe ph BD e———————————MMMere€- SA mennsemeunneamutunsenstnnanenrntanannn nennen Cet Torr) 7 
l i Send.for free: icu to: "A 


The General S , Dept ACI, U.K. Central Office, WEXAS, jÁ 


/ client m ght glve hope and encouragement to those. who 
gave so much for thelr country, A legacy would, mean a 


ot to them.. 
Donations and information: | 
” Major’ the Earl of Ancaster, K.C. V.O., T. D Midland. " 


13$ Beauchamp Placa, London SW3. 
Bank Limited, 60 West Smithfield onn EC1A_ 


| Please send me details of WEXAS SERVICES. 


9D X. a 5 : am partiailarly- interested’ im.. cras TEP ehs aem NC ERA T E T 
| - BRITISH LI MBLESS . inae E Pw MIL ud 
“EX. SERVICE MEN Ss. ASSOCIATI ON. Address ag : 
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FORD HUDSON (PUBLISHERS). | 


The imm of U.K. tax law makes it imperative that düriher matters which add to the. tortuous 
problem, be reported succinctly, cae and conveniently. There is so little time available to spend 
hours of study on new ROTER sk 


TAX NOTES 


1973-74 - | 


The Ron. taxation information service for accountants and taxation practitioners ' 


AEN (2nd Edition) 


4 a 


The Monthly Service covers income tax and surtax, capital gains tax, Corporation tax, estate duty, value added tax, des 
tax, exchange.control, and ancillary matters. It has been specially designed to ensure that the information can be easily 
and conveniently digested and understood, and its Miis SCOPE t ensures that all tax developments relative to the work of 
an | accountant are prougat te to his attention. | 


7 


Each Issue will be divided into six parts: Statutes; Tax Cases; Press Releases; Notes; Parliament; Foreign Tax. The | 
material covered includes reports on Bills and Acts 'and detailed explanation of Statutory Instruments; a digest of recent 
tax cases; Inland Revenue, Customs and Excise and Treasury Press Releases reproduced in full; relevant, parts of Command 
Papers and other documents reproduced; double-taxation notes and extra-statutory concessions; miscellaneous notes 
un news; Parliamentary proceedings gag Written Answers; selected foreign tax developments. 


“Bach Issue will iaelnde a detailed contents page, and cumulative indexes (Part 7) will be published bi-monthly. Part 7 will 
provide five indexes: 1. Statutory. Instruments; 2. Tax Cases; 3. Press Releases; 4. Foreign tax Fan double taxation; 


x 


_ Finance Bill and Finance Act booklets are supplied to subscribers ai no extra charge. The Bill Booklet contains summaries 


of the provisions of the Bill, while the Act Booklet explains in detail each and every provision. 


Data Cards are seat to subscribers periodically. They provide valuable aide-mémoires on various topical subjects - ~ 


i included under this head are budget résumés (1973 and 1974). - 


There are various other benefits which subscribers receive at no extra charge - such as an attractive TAX NOTES 
BINDER and a SUPPLEMENTARY INFORMATION SERVICE. - | i 


The subscription price of £10-50 covers the cost of the entire service and includes postage. 


FORD HUDSON (PUBLISHERS), 22 HANS PLACE, LONDON SWIX OEP (Telephone 01-581 1002) 


FORD HUDSON (PUBLISHERS) Please include my name on your list. of subscribers to 
Subscriptions Department x TAX NOTES 1973-74. 
50. Oldfields Road | ; | _ First issue April 1973. 


Sutton, Surrey 7 | | | EE | — Subscriptions at £10-50 
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company could be made EUM PME For the DTT. to i 


apply tb to the Court for his removal. Thirdly, believé i it-or not, 

ere is no requirement under the Companies Act for: ‘companies 

to keep a register of debenture-holders, . nor'is'there any pro-. 

herr or determining ad conduct -of mene ‘of: debenture - 
olders; k 


Kt is, Bodad 25- years this year since the Companies for ` insufficient consideration; of rating the ‘credit of'all the © 


companies“in-a group according to the’ reputation of a parent 
company, and later finding the subsidiary abandoned by the ` 


| Act 1948 was passed, and I do not think that this quarter- . 
, century of useful life should pass wholly. unnoticed:: It also . 
` means, that. the. overwhelming - majority of members - of ; ;OUr 

Induit has worked under no other previoüs ‘Companies’ Act; 
. and I would ‘calculate that.as many as 5,000 members were not: 
even born when the 1948 Act became-law. : 

It is because of this passage of time that some of Be fixed: | 
gums o | money included in the 1948 Act are beginning to look a 
little out of line. For example, in the winding-up- rüles, prefer-. ' 
ence is; given | to wages of up to £200 — probably 25 weeks’ wages--- 
in 1948, and now.about five weeks’ wages. Likewise, some ofthe . 
fines fór non-compliance with the. Act can er be EROE i 
~these d ys as a serious deterrent. : l 
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Insider dealings T 


` Touched . upon by the deine Canine but ‘noi “dealt with 

"exhaust vely was the question of ‘insider dealings’, This has | 

` come very much to the fore in recent months on both sides of the 

Atlantic — not, I believe, without good reason — and is nov of 

much concern to both Government and City alike. Indeed, ‘the 

City itself has just issued a joint statement which has come from: 

the Cit Take-over Panel and ‘the Stock Exchange [The’. 
, Accountant, . F ébruary 8th] “who: together and: with. the. 
backing |o of the Governor of the Bank of England. have de-.. 
clared ! ‘their. support for criminal sanctions against. insider: 
. dealing. They made representations to DTI in connection with 
the curt nt review of possible amendments to:company law; in’ 
their own words, they ‘consider that-insider dealing is wholly : 
repreh¢ sible and that the time-has come when. legislative — 
measures should be taken to stop it. — 

Enforcement, as in cases of other intingemen ts of the criminal " 
law, is e hvisaged as being in the hands of the police. It is almost 
certain that the Government. will legislate on this matter. `. 

One area of disclosure that was enacted for the first time in 
1967 was the disclosure in the directors’ report about a com-. 
. pany's | r group 's differing activities... The decision ‘about. - 
whether) one activity differed substantially from another was 
left to the opinion of the directors, and I'think there is little. 
doubt that ‘directors’ ideas -of differing activities have not been 
- wholly | ose that were in the minds responsible for drafting the 
` legislation. Pérhaps it may,be necessary to have a prescribed list - 
of activities which, in the wisdom of someone else, differ fróm 
“one anot er. i 

Equal y important would. be to have. ire E xe 
capital ‘e ployed in differing activities because, from a share-- 








holder’s | point of view, it ‘is only the return on the capital , 


. employe in any particular. activity that enables him to decide: 
4 it is worth while being in that parneulst trade. ee 


The Pi nock case MS Fe 


The. k case ig.one which threw doubt c on an iiei thes. 
law is not wholly satisfactory at the present time; you may: 


' remember that Pinnock went down. owing vast. amounts. of.. 
money |to persons who had’ deposited it with them [The ` 
Accountant, May 13th, 1971]. Pinnock had. lent this money 


to associated companies, mainly overseas, who promptly ^ 
proceeded to lose most of.it. The case showed up the funda- - 
mental responsibilities of one auditor in a: somewhat unfor- 
tunate light, because he took the decision to resign from office so - 
as to avoid having to issue a qualified report, Sore may >; 
, well clarify the position in te 


s - " d 
s 


. often ‘managers ‘with little or no sharehol 


Raa Relations Act 1971 E pics | 


` interest -° in, 


DT : *. 
ui e y 3 


eai effected. within: groups P ‘companies ium 


< another’ part. of. company. commercial practice "which is.not - 


properly. covered by company law. There- are possibilities of 
;intér-company loans going- bad; of parent companies abandon- 
ing insolvént subsidiary ` companies; of companies within a 
group giving guárantees to other members of the group perhaps | 


"parent. It seems. to me that there might well be some on 
“in the law i in this area. > : perhaps by putting responsibility on a ` 
Pos ‘company for debts incurred by its subsidiaries: 


des 


Company law, originally concerned with. internal cd "E 


tion’ on the assumption that the. direction could be controlled - 
éffectively by the shareliolders, later concerned with relations 


‘between the company and the outsider, still takes little or no - 


"account of ‘the ‘iritérests-of anyone other than members; creditors * 
and prospective investors. Some such companies now wield great . 
economic power, and their ‘sphere of operations is the world | 
rather than merely Great Britain. 

In practice, this power is now wielded by directors, ‘who are. 
ding, and without 
control being exercised effectively by the shareholders. Suc- 
'cessive Corhpanies Acts have tried to put shareholders into a 
better position to exercise Control over directors, but scarcely 
recognize the existericé of the employees of a company; and 
take. only limited account of the interest of the community in - 
the efficient use by the company of the advantages which the. 
‘community confers upon it. 

As far as employees are concerned this situation is not going 
to "prevail for long. Company law may not be changed, but- me 
' Industrial Relations Act ` 1971 is Certairily going to mean com-: 
 pulsory ‘disclosure of certain information to employees; pro- 
` posed EEC legislation will have a much more dramatic effect on 
heir position QUE the company. . E. , - 


m 


Under section 57 of the; Act, regulations will be Grmallatéd by. 
the Department, of Employment, dealing with the annual dis-, 


closure of information.by major employers to their employees; . 


major employers' are defined in the Act as undertakings which | 

have more than 350 employees in the: United Kingdom, and | 
there is no distinction between limited and-unlimited companies 
or associations. As drafted it means, therefore, that the larger. 
partnerships in this country will- themselves be liable to dis- 
close the relevant information: to their Employees, as Mx as 
limited companies... .. 

: It is not. yet known exactly what the draft regulations will be 
like, but-I would imagine that they might contain requirements - 
for the disclosure of trading information, similar to that already - 
required fot’ disclosure under the Companies Acts. , Whether 


company legislation of: this nature is appropriate for application 4 


to partnerships is another matter; one’s- attitude might perhaps 
depend on‘whether one was: a partner or on the staff of the firm ` 


es D concerned. 


I. have. alréady said that company. los takes only denied: 
account of the interest of the community in the efficient use 
by the company of the advantages which the community confers ` 
„upon it. Further, it is sometimes. suggested that company law ` 


‘should take account of the relationship of the company to ., 


consumers. T. wonder. if company law. should be amended to . 
provide : that ` directors; may “have regard to the public: 
say, their. pricing policy, without. bein 
at risk for: failing to carry out their duties to the shareholders? . 
"Should there be any. tepresentation of. the public interest? - 
Shoüld the state be' empowered to order ‘efficiency audits -of 


companies in thé interests of the community: ane i share- " 
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“holders? ‘Should. a. aaa ‘be made: between: an 
and 
“buy, ‘shares -‘as a: permanent: investment: „haye more “merit ‘than’ 


: -apeculators? These’ are just s soiné of the areas. in Which. theté is : : 


' 
`~ iy 5e n p: 
, "a D 
‘ 


& “Plenty: o pile ‘for, discussion. and speculation: 
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 $tock Exchange: requirements ae 


E fat à ds UK publicly. quoted'c companies á: áre e cóncerned, dissi ib, 
iof: course; d vast additional area of. required disclosure published . 
"by the Stock "Exchange: under: general: ‘heading of .'Ad- 
{mission of Securities to’ Listing i > 
Pie “Fort many years ‘quoted companies | bave been sübject to differs 


ing requirements. under listing. dgreements,.. ‘because ‘it has not 1. 


, been the practice. for- revisions’ of items required fot. disclosuré: 
;to be incorporated-in agreements "with. companies whose’ shares‘ 


iare already quoted: "The Council ‘of the Stock Exchange has:now'?"- 


':cóine to the coriclusion that all companies having: a listing should; ' 
"be. - Subject to identical rules atid procedures, and it will be. made,- 
x ‘compulsory for" companies - "who: wish to maintain their. listing `. 
to:comply with ‘any. amendments. to the terms of the current. 
listing agreément and- the. related hotes^ ^:| NE 
“Ofcourse, we:are delighted. to know that dé Stock Exchange ` 


T ;greatly- reinforcés our ability. to get these standards. established: ` 
There are some: ‘changes i in prospectus requitements a8 far’as | 
sSeeoüntants" reports. ;are' concerned ;. the. period upon which. 
xréports are required" will be: teduced. from ten. to’ five years, |. 
“but: greater detail will'be giyen in‘ respect. ofeach of. those five - 


Nee fq 


* years. 


by: many companies in their‘annual feport. s, e 6s onu 

r^ "Ibis: not: impossible that our pronouncemehits over, the probe 
“er ‘of accounting for inflation’ may: have affected the thinking: 
"of the, Stock: Exchange ‘Council. Most: financial: pundits: have.” 
recognized for some time that it.is. nothing ‘more or less than 
; misleading to report results.over a;ten-year: period and establish’. 
Ygh.apparent.trénd, when, in fact; the real valué of the. £ over the 

“whole.of that. period has ‘probably decreased by at least one-half, ' 

^ asit Would do on an.inflation rate of only 4 per cent | compound. 


oy Greater emphasis will be giveh to the matter ‘of qualifications: 


n in: reports where they are of + any si 
which: has been particularly wéak in-the past, and it has. probably - 


TP LAUS 


In füture; the profits statement will look: rather more ]ike : t by 
athe” presént: form .of summarized ptofit and; Togs account. used: à 


‘thé. shiallotw a and companies in Our-country’ are: even NOW... 


eb ers resin 


rt ` ; 4- 
“cold, : E ; om y "c 4 ca n n 


"ultra vires rüle i in ‘favour of 2 ‘a ‘person dealing with a.company ‘in 
“good: faith. ;Up to nów, -and--under^our -Companies: Acts, a. 
" contráct. entered, ‘into, by- a ‘company’ ‘which is ultra; dires the ^ 
S -of association“ cannot ‘be: énforced: rby- the other», 
«party. It’ Was récomiiended by- the Jenkins: ‘Committee’ ‘eleven - 
“years: ago. that à contract betwéen.a company and. another’ ‘party: 
, should not beheld invalid against the other party on’ thé:grounds: `. 


long-term ghareholders, on, “the, supposition that ‘those whos ‘complying: with the modest first directive: The water i$ tiot: £00. po 
"a 


P -This first directive: ‘does several dli F ustly,: it rhodiies the ” E 


J Uu A 


qie 
T 


that it was. beyond : the Powers : of the company provided the other - z 


party; had performed. his part of thé contract. This, therefore, - 

‘semsa good idea to have come out-of: the EEC. E 
"Secondly, this directive makes any. person. acting as agent ‘for 
a.company at the-time when thé compariy-had not béen: fornied,. 
personally. liable on. any. contract that he ‘entered into ostensibly 
on behalf-of,the-company. ‘This again is more or less. inline with ~ 

- 4 recomméntlation 4 in the. Jenkins: ‘Feport. . Yap eh, ep eta 
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"The third: part of the fist diréctivei is. co ed with the public ru 
"Council vill: ‘expect reports and accounts iti future tò: be pre-; tion of information àbout a cómpsny; certain details .on. its: 
“spared. in’ conformity with. our: ‘accounting «standards. | This“ lettér-headings ahd order forms and the keeping of a; copy of its; 


-memoraáfidüm. and ‘articles i up to-date: This- so. far is i a 


-the partwhich had has the’ maximum: impact; and.we have-all-. 
seen: the newly-designed letter-headings . of `- companies. The. - 
fourth’ part éoncerris the Registrar of Companies, who. now has ;- 
a duty,to publish i in the. Gazette E notice of the i issue or: REGED 
y him of certain. documents.” aes * 

"Directives 2 to:5 must ‘bé “subjéet ito. more ‘debate! since. 
^néither Britain, nor Ireland nor.  Déninaik Was involved i in their 
early stages.: ', > CL E t. 

s "he second. draft Mu "ciginalig' ‘published n Marek 

1976, has rot yet been to the Countil of Ministers for approval , 
and so there’ is a chance that it-could be: changed; nevertheless, - 
‘after thtee-years, it is infact a long way along. the road.-"This:one’ 
contains the regulations coricerning the: issué'and thé main: 
. tenance of. rib mr capital ofa cómpany; it states that E cóm-, 
“pany requires, a minimum: capital-of about £ 10,000. Uim ie 
~ [tis not certain, however, that there will have. to- be: à minimüm:- 


cance; . ‘This, is -an ‘atea 1, ‘capital of £16,000 for a British. private: company, and jt: would”. 


‘hardly be a practicable proposition. for all the half-million UK 


*:béerr more the rule thari the excéption to find. a qualification by- private companies .to: comply. Indeed. thé Comimission has 


"an investigating firth in its report —, say. in respect of missing -` taken the view that it will bé'unnecessaty f for. smaller companies + ; 


~ Stock: sheets, more especially when'a period. of ten years hàd to. : the French. SARL and German ‘GmbH-= to. comply. These are , 
Ds “be Xeported upon. It has-been too easy, to my. mind, to get any - roughly the: equivalent: of our. private ‘companies, ‘and ‘so’ it. 
à 5 tàblé: of. prófits. accepted . provided the ‘total: profits: have been” "would appear that relief will be available;, but I would , „still 

‘allocated between a period of Years... | TM expéct;a-higher minimum than- the nominal amounts ‘we use at 


MT "Thé Stock Exchange is also following the trend towards greater. ‘the moment. . 5... 


""gocial. responsibility by companies. It is interesting that offer - 
* documents will-in future haye to: déclare the policy, of ‘the 


(Mofférer: for thé continuance, of ‘the ‘business: of the offeree Com- " 


;'pany, ‘and “explain i any Jit changes i in. baat eek 
:Tfixed assets: ior personnels 2 
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e B far the biggest changes- in nodi Jew i in the UK i in the’ 
j herts few years will be as a result of us’ joining the EEC- - 
a “something which it:is not easy for quite a large number of: 


ii „ patriotic Englishmen to accept. Perhaps this`attitude is urider- - 
- standable after our’ ‘comparative isolation from Europe for 1,000:. . 

"years or 80, during which time we successfully resisted several > 

$ forceful attempts to pnr the European continent and its of- 


j shore, islands... 
< Wé have ‘now taken our first tentative step i into the p^ of 
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EEC, company, law; we were. led i in Po the wily Europeans- at 


P rovisióñńs in, ‘the’ idein: draft. ON Soud es = 


payment. of a dividend. while à debit balance. exists" ‘on. either. 
‘revenue ‘or capital account... `," i 
‘The. third'-äraft ditective was Publihied i in, lune 19705. and 
deals with mergers within ‘national: frontiers. . -This- directive is 
. mainly concerned with a fusion style t of merger ‘fairly, common... 
on the-Continent, in ‘which one or, both’ partners’ tó:a. merger... 
‘have to diea legal deàth before the offspting can- be’born: us 
‘The. draft does not rule oùt- the British. style of: take-overs-= 
: but it does not offer: any, detailed: regulations’ i in. this’ area;.- a 
fails to ae n Aretan, of the, sharés of a small [dissenting - 


minority NET CE: MP "à , E aah 
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The fourth draft directive Was, side ‘public in- ENGEL. 
and ‘deals with. companies” accounts; it sets out ‘the. form. and: 


content t of annual accounts in a préectiptive manner, reflecting! 
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Taxation of Capital on Death 


" — Bodies" Representations to the Chancellor 


Defects i in the existing Vete of estate duty are not so fundamental, in the 


‘views of the Councils of the allied accountancy bodies, as to make a change 

to an inheritance tax system imperative or even desirable. In their 
representations to the Chancellor of the Exchequer on the Green Paper - . 
Taxation of Property on Death (Cmnd 4930, The Accountant, March 30th, 1972), 


| 
is] 
zu 
|^ 


^ 
i 


litroa entor 


TAS iscussions on the question of die pashi replacement 
of the present estate duty by an inheritance tax raise a 
ki f questions in the social, political and economic fields. 
These include the social effects of a change as well as the 
reasons|for making it, how far at this point in time it is desir- 
able to! reduce inequalities in wealth by means of taxation, 
how far: ct principle of consanguinity should be ‘acknowledged 
in designing a new tax, and the: problems which would arise 
if the new arrangements encouraged fragmentation of the 
ownership of land and private companies. 


Allied ito these matters are the questions of whether special: 


considerations should apply to land and other assets used for 
business purposes, including farming, and how far, if at all; the 


practices! of overseas countries, especially those in the EEC, 


should be taken into account, bearing in mind the different 
systems of law affecting land tenure, the system of trusts and, 
perhaps, the tradition of primogeniture which has prevailed 
historically in many parts of this country. 


2. Detailed consideration of these questions is outside the 
scope of|this paper which is therefore primarily directed to 
Mcal aspects of the matters discussed in the Green 


"3. We dud that death duties have only a limited effect 
on the d ‘mand management aspects of budgetary policy, from 
which it would seem to follow that a principal purpose of death 
duties at;present is the reduction of inequalities in wealth. In 
making comparisons in this memorandum between estate duty 
and inheritance tax, we have assumed that the rates of those 

taxes would be such that the yield from both would be the 
‘same, but we.note that if reduction of inequality in wealth is a 
principal purpose of death duties, then the tax which is most 
efficient i 
to give a lower yield than a tax which is less efficient. We have 
ignored i consideration in the remainder of this memorandum; 








Rates ot tax 


4. Whatever. the system adopted, we consider that the present 
starting point for the taxation of capital on death and the rates 
at which it is charged both require revision. The starting point 
should be set high enough to free smaller estates from death 
duties altogether, both because it would simplify the adminis- 

trative task and because we regard it as desirable that, in normal 


-achieving that purpose will tend over a period of time, 


l 
; - the six Councils attach more significance to the point that, in normal cases, the 
deceased should be able to leave his house, chattels and a modest future income 


to his spouse entirely free of duty. 


The full text of. the röpresentations is reproduced below. 


cases, a deceased should be able to leave his house, chattels 
and a modest future income to his spouse entirely free of duty. 


. 5. As estate duty is caléulated on an increasing scale, the 
effect of inflation has been to increase the burden substantially. 
Moreover, it does not appear that there has been any recognition 
of the inter-relationship of capital gains tax and the duties arising 
‘on death. 


6. The present scale and rates lead to the position that quite 


- a modest estate can bear a substantial amount of duty. Rates 


which progress to a maximum of 75 per cent lead to the situa- 
tion whereby the duty at the higher leyels is regarded as con- 
fiscation, thus encouraging the adoption of avoidance schemes. 


7. We therefore submit that any form of taxing Capital on 
death should: 
(a) have a higher sn point than at present; 
(b) have graduated rates of less severity; and 
. (c) have a much lower maximum rate than 75 per cent. 


We also submit that all the above factors should be subject to 


regular review. 


EEC considerations 


8. There are many fundamental ieran between the law 
in the countries of Continental Europe and in the United | 
Kingdom. In fact, it does not seem that uniformity prevails 
even amongst the six original EEC member countries, Whilst it 
will be necessary ultimately to adopt harmonization, we are not 
convinced that there are sufficient grounds for making a 
' change based on the presumed advantages of compatibility : 
` within the EEC, at least until the likely form of the EEC arrange- 
ments can be more clearly seen. 


Domicile or ordinary residence | 
9. The question posed in paragraph 38 of the Green Paper, of 


' whether liability should. be determined by reference to domicile 
‘or to ordinary residence raises issues which go beyond the 


fiscal sphere. It is not a significant factor in the choice between 
an estate duty and an inheritance tax. Nevertheless, we suggest 
that a study of the question should be undertaken, and that this 
should include the rules of domicile and residence as im E 
to income tax and capital gains tàx. 
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If itis. decidéd to retain astato. duty with $. E ; 


modifications: bo o bod. e * 
To. In: thisss event. We “make: the ‘ollowiig Gites: P : DONE » 
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4) @ The. ‘Finance Act 1972 ‘showed ` ‘that, within: the « existing: ` 
1.71. system,’ ‘the special. position :of .certain: beneficiaries, “ i.e. 
Ho. um the ‘surviving -spouse and’. chatitie3, can -be' taken 'irito: 
“Saccount,-even, if-the method of doing 80: le&ds::to-.com-: 


T 


= ais i5 plications:: Nevertheless. it would ‘seem possible to extend: v 


p. XE the range:of allowances: for- connanig iinit: i example to: 
^ n ;$hildren). Within the. existing. system." AR m 


^b) “There: should , be. aome flexibility | iri. iq Weis at "MR. 
p. T "property. is. valued as,.in.the: case of: fluctuating’ markets, : 


Me (C 


ie “high, ‘We: therefore submiit: ‘that<personal: representatives: : 
wr ~ should: be. entitled" to. take either the, valuation ‘at the date’, 
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asset ‘sold’ within a year of death. - pgs 


"ideal would be the deduction of actual expenses but as this, 
E £ woüld- tend ^to delay: the, settlement: of; estate duty, the. 

-deductión: ‘could’ be ‘limited. to: the. expenses, beurre | in the’. 
: Py three: years: ‘following the date: “of - death. Le 


a t <> 


seht should not be extended to-other business assets. Tri. 
> “particular; we: “would ‘support the recommendation in the. 
: ^ Report of the Bolton Committee of Inquiry: on Small Firms 

(No. rr of: paragraph . T 4. 7jY that agricultural property < 


2 id D - relief ‘should be exterided’ to ‘net ‘trading: assets, including. 


: s ^ any amoufit. which. arises in-respect ‘of goodwill and to, the” 
E ` conu interests in unquoted trading companies. Xt p 
5 (0 Jn our opinion; "the: V 


-iesenit relief’ where: 'a 'eutviving à Spouse: 
$ takes a limited interest in ‘settled property on the ‘other’? 3. 
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STOCK pM in di "United Kingdom aiid. Irelánd?; ‘ ae that; ‘whilst higher interest fates a return: of contents. ass 
are ‘how so united that:they ‘no longer call themselves the ::and-salés 'by'some centrál'banks, could possibly ‘provoke sharp l ^ 

United: ‘Stock Exchange but. simply ‘The, Stock Exchange: As fallsi in thë gold price, the: present United States policy: can oni 
yét there. has. not: been-/much in. the way of“ ‘overlapping. in: encourage ‘further. speculative movements’. e 
termis .of | London-based “brokers Sdn out: or provincially-.. . ^* To provide a trade surplus 'át.any: price may. only 3 sull i in zs 
based, ;brokers 3 moving in to London: Yo sioi outflows of: ‘capital ‘to swell fürther-the enormous amounts, of 7e 

There’ have ‘been a handful of developments of this kind ánd.— ^US-dollars' ih; markets; ‘Under the: circumstances’; Samuel ~... 
the general expectation is. that there could. be more on the way. “Montagu « consider ‘it is difficult-to. imagine .R ‘return of'con- «^: 
But. one point turning. against: the. movement of .the-.smaller -' fidence, and with the. probability of. dua crises, prices, in =” 
provincial fine to London às. the steep, difference in. Office: excess of, “$100; may easily be. feached:. nie " 
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8 p Wall Street is. worried, "There is «a considerable". degree. of `- 
only for that reasorí London-to the- provinces, ‘rather ‘than the .. m iü American ‘business’ and. invéstment circles. Mr. 
provinces to London, seems to be the likely ‘way of the traffic... - Poe = s : 
Donald C. "Platten, ‘chairman of: Chémical Bank, New York,. 
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Post-mortem on SET 


ELECTIVE EMPLOYMENT TAX is dead: long live 

VAT! It is somewhat ironic, to put it no stronger, 
that with the disappearance of SET from the tax system, 
there should appear the final report on the research study 
on the effects of SET commissioned by Mr Jenkins in 
1968, two years after the introduction of this tax by Mr 
Callaghan. 

The main merit of this substantial study, Effects of the 
Selective Employment Tax, prepared by Professor W. B. 
Reddaway and his associates at the Department of Applied 
Economics in Cambridge (Cambridge University Press, 
L2 20), will doubtless be found in the analysis and tech- 
niques used to assess the effects of the tax rather than the 
conclusions of the report. As the authors observe, it would 
have been highly satisfactory if they could have concluded 
their substantial report with a 'nice clear picture of the 
effects of SET". 

In the event, ‘the results of the research are complex 
and in many ways only tentative: i.e., they represent what 
seems most probable' and even hese. findings are “subject 
to a margin of uncertainty which is sometimes so large 
that one cannot exclude the possibility that the results 
were really of a very different character’. 


Assessing the impact 

To some extent, the authors of this study made life a 
good deal harder for themselves by seeking to assess the 
impact of SET in comparison with the situation which 
would have emerged if the Government had decided to 
raise the same revenue by an alternative tax; in other words, 
this report is not confined to measuring what would have 
happened i in the absence of SET. However strong the case 
may be in logic for such an approach, it necessitates some 
major assumptions, the effects of which could outweigh 
the effects of SET itself. 

It is hardly surprising that the authors’ conclusions are 
so carefully qualified and, in some cases, represent no 
more than a subjective assessment of an amalgam of a 
priori reasoning, experience and some highly tentative 
statistical data. Nevertheless, the authors are satisfied 
that the statistical evidence fully supports — indeed re- 
inforces — the theoretical analysis. 

From the outset, the report emphasizes that SET was 
widely misunderstood by the public and by those who paid 
it. The selective or discriminatory nature of the tax was 
much criticized, without full appreciation of the simple 
fact that the discrimination was deliberate and intended. 
After all, what indirect tax is not discriminatory? Even 
VAT is not to be universally applied. 

The first test, according to the report, is to consider 
how far SET fitted into the tax structure. In this respect the 
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tax was sound, in so far as s it it lbs sed services which hither 
had escaped tax. While the tax was arbitrary in its coverage, - 
it nevertheless applied to about one-third of the conna aE 
in terms of either the net output or employment i in 
industries affected. E 
The tax was also light in comparison with any o E 1 
selective tax. In most cases it constituted a lower proportion. E : 
of the total cost to the consumer of services of all kinds — Se 
than did the purchase tax, even when charged at its lower 
rate. Indeed, the report claims that SET was so Rer 
relation to the selling prices of the services affected tha 
their statistical analysis had to be measured in terms 
the tax upon distributors’ margins rather than prices. — — — 
There was some criticism of SET on the grounds that : it es 
constituted a forced loan from exempt industries to the 
Exchequer until such time as the tax was refunded. The ra 
report notes that refunds totalling £1,364 million were made —— 
in 1970 and, taking three months as the average interva I 
between payment and refund, the average loan outstanding 
would amount to £340 million. With interest rates at i gs 3 
about 8 per cent, such a loan would have cost 1 industry — * 
about £27 million, reduced by tax relief where outside. 
borrowing was needed to finance the loan. EN S 


Increase in productivity 


As far as borrowing was concerned, initial acs regardi ding ngo 
the possible effects of such loans on the liquidity of c charge- ae 
able firms were not borne out in practice. The report notes - 
that the slowness with which refunds were claimed sug: 
gests that advance payments of tax created no shana 
liquid funds. A 
Such evidence as is available suggests that the tax i n- 4 
duced an increase in productivity within the wholesz ing -— 
and retailing trades. It is conceded, however, that it is no 
practicable to separate the effects of SET from the pro 
gressive ending of resale price maintenance which coincide 
with the introduction of the tax. It is worth noting that som 
part of this increase in ‘productivity’ was actually at the EE 
expense of the consumer in terms of poorer and slowe ro 
service. ^x 3m 
The extent to which the tax was passed on in the’ sh ape | 
of higher prices varied from sector to sector. Initi: all Y 
it seems, prices did not rise to the full extent of the t B 
nor did it significantly affect profit margins. E E | 
Such findings, of course, are no better than the data. a 
upon which they are based. Thus, available data suggest ed 
that in the accountancy profession productivity had ris 4 
21 per cent within four years. The authors not surprising gly KS 
investigated this finding and learned that it was be sed | 
solely upon the number of tax assessments of various kinds! ` 
On reflection, it is gratifying to know that the Inland . 
Revenue makes such a splendid contribution — statistically 
speaking — to faster economic growth. x E | 
More seriously, this report brings out very clearly t hi E 
difficulties of evaluating the impact and incidence of any | 
indirect tax. Nevertheless, this particular finding should i E 
discourage similar research into the effects of VAT. 
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. BULLS AND BEARS 


A Market Confidence 
E Returning? 


T long last some semblance of confidence seems to be 
e d returning to the market. In the business week ended 
z March 16th the Financial Times Industrial Ordinary 
a Share index improved 18-6 points to 447°3 and by last 
v "Tuesday was up to 462:4. This leaves the index 45 points 
- lower than a year ago. 
ie So there is still plenty of scope for further recovery 
n dn the absence of any fresh shocks. At present, tax loss 
Business continues to provide a large part of trading volume 
and it may be that a better test of market sentiment will 
Eb. afforded after the end of the present fiscal year on April 
: En Banks and property shares in particular are much 
undervalued. 
Below we give our selections of public board stocks, 
Te interest stocks and ordinary shares: 


f 


" Public Board Stocks 
E. 1972-73 
w Price Yield High Low 
us Metropolitan Water 'B' 3 per cent 
s 2003.. 2^ 35 8:6 42 32 

-. Port of London 63 per cent 1987— 
2» 90 63 10:3 70 61 
3 | COMM Morteage 5i per cent 
js . 1993-95 AF 60 9.2 74 57 
E Agricultural Mortgage 6i per cent | 

1992-94 ?3 Ad S t-67 9:3 80 65 


—.  . Fixed Interest Stocks (Industrial, Commercial) 
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p 1972-73 
n Price Yield High | Low 
Tarmac 7% per cent debenture 
- 1992-97 77 9-6 92 77 
z Tote & Lyle 74 per cent EAREN 
1989-94 h- 77 9:5 91 75 
hom Electrical 63 per cent ican | 
a Gi 1985-89 E N 70 9-3 80 69 
a E homson Daanan. 6i per 
EA ee . cent debenture 1983-88 ds 72 9-0 73 61 
E. Ordinary Shares 
e P/E 1973 
E Price Yield Ratio | High Low 
- Sun Life 5p shares 160 16 — 192 140 
. Provident Clothing 25p 
- shares 217 2, 1 322:0 228 180 
-JH Mavassour 25p shaves 235 2:0 14-2 296 200 
Bass Charrington 25p 
shares 130 3:9 14-3 176 122 
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Sun Life 


At one time in 1967, 100 shares of 5s each in this company 
would have cost about £288. Now, by reason of a share 
split and scrip issue, these 100 shares have become 750 
shares worth a total of about £1,350. The value has thus 
multiplied by nearly five in about five to six years. Premium 
income is rising rapidly and there is no reason to suppose 
that something like the same rate of growth will not 
continue in years to come. 

The best time to buy the shares of a major life assurance 
company is just before or just after a scrip issue. The 
company has just announced a one for three scrip and 
whilst it is anybody’s guess whether to buy cum or ex 


the scrip, the scrip can only improve the marketability of 
the shares. 


Provident Clothing 


This company has just reported a record year in 1972. 
Pre-tax profits increased from {4-66 million to a peak of 
[6:95 million and earnings per share rose from 8: ‘18p 
to 1063p. A final dividend, effectively held at 14:4 per 
cent, makes an equivalent 21:6 per cent on increased 
capital, against equal to 20:4 per cent. 

For the eleventh successive year the group has achieved 
over-all progress — record growth figures for turnover, 
profits, earnings per share, amounts due from customers 
and deferred revenue, all of which has resulted in the 
strongest ever balance sheet ‘and a future still full of 
promise and potential’. 


J. H. Vavasseur 


This is a banking and finance group and so one of the 
hardest to which to apply Phase Two regulations, which 
could well be a bull point. It has recently acquired control 
of Barclay Securities, the growth record is impressive 
and the shares are currently a strong market. If the market 
continues to improve, this company’s shares will almost 
certainly participate in that improvement. 


Bass Charrington 


At the moment, brewery shares have few friends because 
this is not the time for an increase in beer prices; or so 
it is thought. But this could well be the time to buy 
brewery shares and what better share than Bass Char- 
rington. The company provides near country-wide cover- 
age and has extensive wine, spirit and soft drink interests. 

There are clear signs that the re-organization which has 
been in progress during the past four years and the pro- 
duction and marketing policies which the group has been 
pursuing are providing better than expected results. For 
the year ended September 30th, 1972, pre-tax profits 
shot ahead from £38-2 million to £48-9 million — a re- 
markable achievement. 
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Savings and the Budget 


ON the savings front, there were a few 
attractions in the Budget for high-rate 
taxpayers. The raising of the limit of 
£1,000 to £1,500 for National Savings 
Certificates is useful for anyone paying 
more than the basic rate of tax, since the 
yield over four years is 5°73 per cent per 
annum, free of all tax. 

Mention was made some weeks ago 
that interest from a National Savings 
Bank ordinary account would be free 
from all tax up to £21 per annum. Now 
the limit has been increased to £40 per 
annum. This means that, with the 
interest rate at 4 per cent, anyone can 
have {£1,000 invested without paying 
any tax at all. ; 

For many high-rate taxpayers, the 
withdrawal of tax reserve certificates 
has been something of a blow. It looks, 
however, as though the 3 per cent 
Treasury Stock repayable in September 
1979 will prove to be a useful way of 
saving for future tax liabilities, etc. 

The changes in the prize structure for 
Premium Savings Bonds, which will be 
effective from the July draws, will not 


greatly alter the chances of winning a 


prize. In the future, in addition to the 
weekly prize of £25,000, there will be, 
each week, 25 prizes each of £1,000. To 
cover the cost of these prizes, the interest 
rate for the prize fund is being increased 
by r/8th per cent to 4—7/8ths per cent. 
In fact, this should do a little more than 
cover the extra prizes. 

In February, the chances of any one 
bond winning a prize were 10,297 to I 
against. Had the new prize structure 
been in force, the chances would have 
been 10,281 to 1 against. It is expected 
that the greater number of weekly prizes 
will increase the interest in bonds and, 
as the number of bonds in the draw 
grows, there will be a gradual reduction 
in the odds against any individual bond 
winning. Naturally, however, the odds will 
lengthen against winning a major prize. 
Now, on average, anyone with the 
aximum holding of 2,000 bonds, in 
eory, should win a prize about twice 
ear, or a little more frequently. Never- 
less, the great majority of the prizes 
n are likely to be no more than 425. 
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AND PROSPER have a partnership 
ce scheme for solicitors, which 1s 
ned to help solicitors obtain the 


m 


capital to purchase a share in a part- 
nership or increase the firm's working or 
loan capital. This is a non-equity scheme, 
which offers loans in units of £2,500 on 
a standard basis designed to provide a 
low over-all cost to the borrower. 


A solicitor or articled clerk can take 
out a 15-year endowment policy, against 
which after three years (earlier in some 
cases) unsecured loans can be arranged. 
The amount of the loan is related to the 
sum assured and therefore to the 
premiums paid under the policy. 


For instance, a £20 monthly premium 
will secure a maximum loan of between 
£4,800 and 455,000, according to the 
policy-holder’s age when the policy is 
arranged, These premiums, after deduc- 
tion of charges for life cover and ex- 
penses, accumulate interest at current 
market rates. 


When a loan is made, premiums are 
still paid, together with interest on the 
loan. On maturity, the policy proceeds 
are guaranteed at least to discharge the 
loan. Any surplus at maturity is paid over 
to the policy-holder. 


Except in the first year, when there is a 
deduction of one month’s premium, the 
surrender value of a policy always is the 
value of the amount of premiums in- 
vested plus interest credited. 


Policies will be issued only on the 
understanding that, eventually, a loan 
will be sought. From May rst, the rate 
on loans will be ro per cent gross. This 
will be tied to the prevailing interest 
rate credited to the investment account 
which, from the same date, will be 6 
per cent. The two rates move in step, 
fluctuating in accordance with interest 
rates generally. 
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THE M & G Group has published its 
year book for 1973 which gives details 
of the various funds managed by the 
group and the schemes which are avail- 
able. Since last year’s edition, the group 
has extended its range by the addition of 
three new unit trusts for investment in 
Europe, America and Australia, and also 
by the introduction of M & G Inter- 
national Bonds, and a new property 
fund set up for local authority super- 
annuation funds. Also, flexible with- 
drawal plan facilities have been made 
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available with M & G unit trusts and — 
bond schemes.  . E 
M & G do not pay commission to — - 
agents for the sale of units. The group | 
takes the view that when anyone advises — — 
unit trust investors, they are acting as - 3 
the agents of those investors, and should — 
be paid by the client — as is the case when 
any security is bought or sold on the 
Stock Exchange. | cM 
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THE managers of Hill Samuel International ~ 
Trust have reported that, over the past — 
few months, they have been concerned . A 
about the continuing high rate of domestic 
inflation and the inevitable political, — 
fiscal and monetary action which would 
be taken to contain it. Their aim has — 
been to reduce selectively the trusts | 
exposure to the British market and profits 
have been taken on several holdings. — 
Profits were also realized on those | 
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American holdings which had reache [D 
1 1 ; DES. 
prices which appeared to discount their. E 
immediate prospects. ! EC 
The overriding objective has been to — 
concentrate the trust's investments in — | 
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tration of assets abroad and to conserve 
cash reserves until advantage can be ~~ 
taken of more favourable buying op-. 
portunities in world stock-markets. | 
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THE exceptionally high yields now ob- . 
tainable from gilt-edged securities wil i 
result in a better return being offered 
by insurance companies from vario 1s 53 
types of annuity. Where, therefore, the — 
aim is to purchase an immediate annuity, ~ 
it could be worth while to wait for the ~ 
improvements in yields which can beri 
expected. eo 

Guaranteed growth and income bonds, ~ 
also, should benefit from the higher |. 
yields. This is because the purchase pr ce 2m 
for this type of bond is invested in an — 
insurance company’s annuity fund. . 
Because of the tax situation, effectively ~~ 
the income for such a fund is virtually ~ 
free of tax. This is why such high’ ~ 
yields can be offered with security. E 
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THE International Life Insurance Co | 
(UK) Ltd has changed its name to i 
Cannon Assurance. This change of nama 
has been decided upon deliberately to - 
mark the change of ownership of the is 
company. E. 
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STUDENT ROUNDABOUT 


E p rS the most significant point 
4 to emerge from the ACASS Council 
.— held at Warwick University from Thurs- 
~ day to Saturday of last week was the 
_ unanimous decision by the delegates to 
— call for the abolition of articles of clerk- 
=- ship. 
BLU. The ACASS Executive who proposed: 
~ ‘This Council deplores the fact that 
— articles continue as the basis for account- 
_ ancy training both because they are no 
longer applicable to a modern profession, 
.. and because they lead to the unjustifiable 
- and undesirable exploitation of many 
. entrants to the profession, appeared 
_ surprised that the resolution was not 
. contested. 


Mandatory 'controlled' training 


The conference was concerned, however, 
— with what should replace articles so that 
_ there was an effective and equitable 
means of controlling an experience 
requirement. For this reason delegates 
supported the London CASS's resolution 
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ACASS Council Meeting 


Concern Over Conditions of Employment 


calling for ACASS to campaign for ‘the 
replacement of articles by mandatory and 
adequately controlled training, to be 
provided by the employing firms under 
the control of The Institute of Chartered 
Accountants in England and Wales’. 


The Executive was also instructed to 
draw up guide-lines for a new training 
record since it was considered that the 
current version was inadequate. 


The debate on articles was raised by 
two of the guest speakers. Mr Emile 
Woolf, F.c.a., an ACASS counsellor on 
education, endorsed the Council’s de- 
cision by saying that ‘the system of 
articles has broken down because the 
accountancy profession has developed so 
that principals cannot fulfil their res- 
ponsibilities’. 

Professor David Solomons, B.COM., 
D.SC.(ECON.), F.C.A., responsible for the 
long-range inquiry into accountancy 
education, was non-committal. He said 
that he believed the issue was not as clear 
cut as the unanimous decision of the 


Peter Pennington Legh, left, the outgoing ACASS President, discusses Thursday morning's 


. proceedings with Robert Beattie, of Leeds CASS, Keith Anderson, of Northern CASS, and 


Keith Thomas, of Hull CASS. 








se 


The new President of ACASS, Terence 
Webb, right, in conversation with Frank 
Percival /eft, and Harvey French. 





Council implied. He did promise, though, 
that he would come down clearly on one 
side or the other when his report was 
published later this year. 

Perhaps an indication of which side of 
the fence he is going to jump can be 
gleaned from his findings that most 
chartered accountants had answered ‘No’ 
to the question ‘Do you think the pro- 
fession would be any worse for the ending 
of articles?’ | 


Wide publicity 
In his opening address to the conference, 
the out-going President, Peter Pennington 
Legh, mentioned the wide publicity 
which ACASS had received during the 
past year. He believed this was a healthy 
sign and showed that ACASS had a 
strong reputation. “This reputation’, 
he continued, ‘must be maintained. The 
Council must be aware of the varyi 
needs of the different societies, a 
delegates must not be parochial a 
chauvinistic’. 

The President then handed over to | 
Secretary, Terence Webb, the the 
of whose address was that ACASS 
developed greatly during the past y 
Through the efforts of the 197 
Executive, ACASS had grown in st 
and he believed that it would be the 
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of the new Executive to use this status to 
influence decisions which were about to 
be taken. 


Salaries campaign 


The most contested issue of the con- 
ference was the London CASS's proposal 
that the salary campaign which London 
has been conducting for some months 
should become a national campaign. 

In his proposing speech, Paul 
Hendrick, of the London delegation, said 
that they were ‘asking for a living wage’. 
He believed it was wrong that trainees for 
the profession did not receive enough to 
live on. To substantiate his case he said 
that information received to date showed 
that the average salary in London was 
{650 per annum, and he had recently 
heard of a case where an overseas student 
was receiving nothing. 


Justification 

To justify a minimum of £1,100, he 
said that this was an eminently reasonable 
figure: it was only two-thirds of the 
national average industrial wage and had 
been supported by an Ulster Unionist 
M.P.; Clive Jenkins, who thought it was 
too reasonable; and Mr Harold Wilson. 
Finally, he questioned whether a firm 
not paying a living wage should be in 
business. 

The debate centred around two points 
of contention. Firstly, whether £1,100 
was a reasonable figure and, secondly, 
whether the resolution did not imply a too 
militant approach. There was general 
agreement, however, that something 
needed to be done about the depressed 
level of salaries received by articled clerks. 
Eventually, the resolution was passed by 
I9 votes to I4. 


Conditions of employment 


Other proposals on conditions of em- 
ployment accepted by the Council were 
a Manchester CASS motion asking for 
regional inspectors of training conditions; 
a Northern CASS motion condemning 
firms which require clerks to contract to 
stay on for two years after the end of 
articles, and a London motion con- 
demning the current nine-month course 
proposals because they discriminated 
against overseas students. 

The second day of the conference was 
given over to education, with an address 
by Mr Emile Woolf and Professor 
David Solomons. 


Institute under fire 

Mr Woolf pointed out that it was the job 
of ACASS 'to lay down guide-lines 
which will make things better for the 
future'. He then went on to criticize the 
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David Steeds, B.A., centre, the new secretary of ACASS, at coffee break with Roger 
Lindsay, assistant secretary, Birmingham CASS, and B. van den Heuver. 


Institute on three grounds. On its edu- 
cation plans, he asked why was it neces- 
sary to issue the document 'A Future 
Policy for Education and Training’ 
when the Solomons report was shortly to 
be produced. This report was likely to 
make current changes out of date and lead 
to further agonizing changes, he declared. 

Secondly, he criticized the Institute 
for not using all relevant sources of 
information. *Neither the Association of 
Lecturers nor the Association of In- 
dependent Tutors have any meaningful 
representation’. 

Mr Woolf’s third shot at the Institute 
related to its failure to reply to criticisms. 
He mentioned the frequent criticisms of 





articles and the inequalities of the edu- 
cation system, but he claimed ‘there was 
no response from the Institute. Why does 
the Institute delay its response to 
criticism?', he asked. 

Taking advantage of the presence of 
Professor David Solomons, Mr Woolf 
outlined what he hoped the Professor 
would recommend. He hoped that edu- 
cation would be based on the sandwich 
approach and that tutors would be able 
to contribute to the examining of students. 


An irrational system 

Professor Solomons introduced some 
interesting thoughts into the debate but, 
as was to be expected, did not commit 


Left to right: Christopher Allan, Secretary, Liverpool Association, P. J. Chabrel, B.Sc., treasurer 
of the Liverpool Association, and Michael Fallows, secretary of Birmingham CASS. 


himself in any way. He pointed out that 
he was studying all the UK accounting 
bodies and commented, *we are members 
of an extremely irrationally organized 
profession. In fact the present system 
probably couldn't be more irrational’. He 
was impressed by the engineering pro- 
fession with a federal structure. 

He expressed sympathy for those who 


criticized the present examinations. "The 


F^ 
Lo 


closed book exams involving the listing 


_ of how much someone can carry in his 
~ head are not adequate,’ he stated, and 


their replacement by open book exams 
‘would be an immediate improvement’, 
Another point Professor Solomons 


= raised was that of graduate entrants. 
_ "There is a popular misconception,’ 
-he said, ‘that the non-accounting degree 
- gives a general education while the 


accounting degree gives a narrow edu- 


_ cation. Nothing can be further from the 
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truth. The non-accounting degree re- 
quires narrow studies in its own field.’ 


Guest night dinner 


The main speaker at the guest night 
dinner on Friday was Mr S. A. Middleton, 
F.C.A., member of the Council of the Insti- 
tute and Chairman of the District Soci- 
eties Committee. He was pleased, he said, 
with the interest shown by students in 
professional matters and their en- 
thusiasm was immense. He asked the 
new Executive to ‘make sure that you are 
representative of students’ and ‘remember 
that the small voice of reason is better 
than the loud bellow of abuse’, 


International liaison 


On the last day the conference debated 
international liaison. Terence Webb ex- 
plained that EEC directives ‘will soon be 
affecting the way we operate’. It was 





- Over the last three years The Association 


_ of Certified Accountants has held well 


Yl 


over 40 careers meetings throughout the 
UK for the benefit of college principals, 
head teachers and careers officers, setting 


out the opportunities which the Associa- 


tion offers school leavers. 
. Some forthright comments were made 
in the latest in the series held in London 


" last Thursday, presided over by Mr 


Desmond Goch, F.C.C.A., A.M.B.LM., a 


-. member of the Association's Council. A 
-  reverberating broadside was fired at the 
_ teaching profession by Mr N. K. Grant, 


E Gold, when he declared that he was 
— fed up, in particular, with many graduates 


^" 
- 
A 


F.C.C.A., senior partner in Pridie Brewster 


whose ability to write a clear report was 


-. scandalously poor. 


— 





- A Association's Careers Meeting 


Mrs Pauline Graham, m.sc.(ECON.), 
F.C.C.A,, A.C.LS., director of buying 
(fashion accessories), John Lewis Part- 
nership, said that with the Government 
as a sleeping partner, accountancy was a 
growth industry. Doing the same job 
year in year out hardly stimulated the 
mind, but with an accountancy quali- 
fication one had complete freedom of 
choice of work. 

Following the showing of a film entitled 
‘The Finance People’, a student’s view 
was then given by Mr J. Davey, B.sc., 
a member of the staff of Graham 
Moullin & Co, and Miss Jessica 


Cloudesley, B.A., the Association's Edu- 
cation Officer, concluded a' most success- 
ful meeting with a talk on 'How to 
qualify’. 


Mr Desmond Goch, F.C.C.A., A.M.B.I.M., centre, in conversation with Mr J. Davey, B.Sc., 
a registered student of the Association, right, and Mr H. Babiak, B.Sc.(Econ.), F.C.A., Senior 
Lecturer in Accounting, The London Business School. 
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therefore essential that English account- 
ing students ensured that their voice was 
heard before future directives were 
drafted. ''he ACASS objective must be to 
gain membership of the European ac- 
counting body, the UEC. 

The Council unanimously endorsed 
further international liaison, but there 
was need, one delegate said, ‘to ensure 
that grass root support recognized the 
importance of international liaison’. 

To both delegates and observers, the 
conference was undoubtedly very success- 
ful with much good debate and the 
formulation of definite policies for the 
future. 


Elections 


There were no shocks in the elections, 
with all the officers being returned un- 
contested. Last year's secretary, Terence 
Webb (ex-Birmingham CASS, now of 
London), is the new President; David 
Steeds (London CASS) is the new 
Secretary, and Chris Allan, secretary, 
Liverpool CASS, was elected Treasurer. 
Ian Dalzell, M.A., A.C.A., the former 
Treasurer, was elected an ACASS 
Counsellor. 

Elected to the Executive committee 
were: 


Keith Anderson (Northern); Peter 
Brown (Liverpool); David Cooke (Hud- 
dersfield); Harvey French (Hull); Linda 
Galley (London); Paul Hendrick (Lon- 
don); Moira Patterson (Northern); 
Pradip Pattni (London); Frank Percival 
(South Eastern); Andrew Szkuta (Brad- 
ford); Keith Thomas (Hull), and Stella 
Yates (Leicester). 


MANCHESTER'S AUDIT 
SEMINAR 


The illustrious elevens of the past, whose 
photographs adorn the members’ bar of 
the Lancashire County Cricket Club, 
were joined recently by a contingent 
from the Manchester CASS. when a 
seminar on current auditing techniques, 
organized and presented by Touche 
Ross & Co, was held at the Club. 

This specialist seminar was designed 
to provide the 74 students attending with 
an outline to the understanding of modern 
auditing principles and techniques, in- 
cluding the use of computers. 

The seminar consisted of a series of 
short lectures and case studies, all of 
which centred around a fictitious large 
company in the engineering industry. 

After Mr John Roques, c.a., had 
opened the proceedings, Mr Michael 
Gadsden, A.C.A., described in general 
terms the approach of an auditor to a firm 
whose accounting data is processed by 
computer, This lecture, together with a 
more detailed appreciation of the use of 
the software package STRATA 360 (the 
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Mr Michael Gadsden, A.C.A., with, on his left, Mr D. J. S. Roques, C.A., course chairman, 


addressing members of the Manchester CASS audit seminar on computer auditing. 


information retrieval package of Touche 
Ross) led up to a stimulating and thought 
provoking case study. 

The second half of the course consisted 
of lectures on stock in stores and work 
in progress by Mr Malcolm Hoskins, 
A.C.A., and Mr Stuart Brown, A.C.A. 
Particular attention was given to physical 
existence and contract work in progress. 


NEW APPOINTMENT AT. 
H. FOULKS LYNCH & CO 


Wing Commander Norman Fletcher, 
M.A., R.A.F. (RET'D), is to take up the 
appointment of general manager of H. 
Foulks Lynch & Co, the accountancy 
tutors. 

For the past five years, Wing Com- 
mander Fletcher has been on the staff 





of The Institute of Chartered Ac- 
countants in England and Wales where he 
is currently Under-Secretary to the 
Examination Committee. 

A graduate of Cambridge University, 
he served in the Royal Air Force as a 
pilot and staff officer until his voluntary 
retirement in 1968. 


ICA CAREERS SEMINAR 


SPEAKING at the Institute’s recent seminar 
in London for careers advisers, Mr 
W. M. Allen, T.D., B.A., LL.B., secretary 
of the Institute's Education and Training 
Committee, commented on the Council's 
proposals for education and training 
published in its May 1972 policy state- 
ment. The objects were clear — higher 
standards of entry, higher standards of 
education during service, higher stan- 
dards of examination and, of first im- 
portance, higher standards of training and 
practical experience. 

Under the proposals, said Mr Allen, 
most clerks would serve for longer 
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periods of experience than at present; 
such experience must, however, be 
structured and progressive to make it 
meaningful. 

More and more the professions would 
find that merely in order to maintain 
the quality of their intake they would 
have to take students of more mature 
years and more mature education, stated 
Mr Allen. Those who in pre-war days 
came into the profession with 'a good 
school certificate' were now to be found 


two years later at ‘A’ level or five years — 
later with a degree. The future pattern  . 


was being made for the Institute: it had 
to recognize this and adapt itself to it. 
It was certain, he added, that such 


students wanted not only the challenge - ; 
of further intellectual study but also the . 


challenge of a systematic and orderly 
programme of practical training. It was 


the latter in particular which had been . 


and should continue to be one of the 
hallmarks of the chartered accountant. 
The seminar, which was under the 
chairmanship of Mr E. J. Frary, F.C.A., 
a member of the Institute's Council, was 


also addressed by Mr Brian Banks, 


B.SC., Under-Secretary, Articled Clerks 
Committee, Mr Peter Gilbert, Assistant 


Secretary of the London and District | 
Society of Chartered Accountants, and — 


Mrs G. Baker, student counsellor. A 


feature of the seminar was a playlet on  . 
the accountant in public practice put on 


by members from Arthur Young 
McClelland Moores. Syndicate discus- 


sions also provided a useful exchange of 
ideas between the 40 or so careers advisers — 


who attended. 
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ICA Examinations in 1973 and 1974 


The Institute of Chartered Accountants in England and Wales has announced that — 
examinations will be held in 1973 and 1974 as follows: 


Dates of Examinations 


INTERMEDIATE 
September 1973 September r1th and 12th 
March 1974 March sth and 6th 
September 1974 September roth and 11th 
FINAL 
November 1973 
Part I 
28th (a.m.) 
Part II 
3oth 
May 1974 
Part I 
a.m. 
Part II 
November 1974 
Part I 
27th (a.m.) 
Part II 


29th 


May 13th (p.m.), 14th and rsth 


November 27th (p.m.), 28th 


Closing date for 


July 26th, 1973 © 
July 25th, 1974 


November 26th (p.m.), 27th and 


October 11th, 1973 


November 28th (p.m.), 29th and 


March 28th, 1974 


May 15th (p.m.), 16th and 17th J 


November 25th (p.m.), 26th and 


October roth, 1974 
and | 


ET 


receipt of entries . 


January 17th, 1974 ~ 
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The Last Round-up 


| Value added tax, introduced by the Finance Act 1972, replaces purchase tax and selective 
... employment tax with effect from April 1st. As from Monda y next, therefore — or Sunday, 


in the case of taxable traders open for business on that da y 


| .— services (‘taxable supplies’) will be liable to the new tax. 


— transactions in goods or 


__ VAT has been conceived, in the words of Customs and Excise representatives, as an 


-.. elearly-defined exemption will be regarded as taxable. 


$ LI * 
hes 


E io more than a few days now remain before traders will 
ube experiencing at first hand the effects of VAT. In par- 
- ticular, those who fail to complete the necessary formalities 
— - for VAT registration this week are likely to forfeit any entitle- 
E . ment to rebate in respect of purchase tax already paid on goods 
- in stock at March 31st. 

_ ——. By courtesy of the National Chamber of Trade, we are re- 
ic RE Bowe below the major part of a check list prepared by their 
___Past-President, Mr P. J. Mortlock, 0.B.E., F.C.A. This, it is stated, 
ds in the nature of ‘a last-minute reminder’ of matters on which 
= action should already have been taken. Copies of the full text 
. are available ‘at a nominal cost’ from NCT at Enterprise House, 
_ Henley on Thames, Oxon RG9 1TU (04912 2251). 


Late 
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e. Registration 
— — (i) Have you completed and dispatched Form VAT 1 to your 
ENS local Customs and Excise Office? 


Ec (ii) Have you received your Form VAT 4 ‘Certificate of 
x Registration for Value Added Tax’ and are you sure you 
EL and any member of your staff dealing with VAT knows 
HAE where the certificate is kept? 


(iii) Have you checked from the certificate your VA'T account- 
ing period and confirmed that the bank code and account 
numbers are correct? 
— Documentation and accounting records 
(1) If you will be involved in issuing tax invoices to other 
registered VAT traders, have you made arrangements for 


x: "ee 


É invoices to be rendered containing the prescribed par- 
un ticulars? Your VAT registration number must appear on 
Fe RR all tax invoices — a rubber stamp may save time with 
Ks, existing stocks of invoices — and the rate and amount 
E of output tax must be shown separately from the cost of 
i^ goods and services. 
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-. (ii) Have you made arrangements to record your outputs to 

arrive at separate totals in respect of standard rate, zero 

ADS rate and exempt supplies? 

- (iii) Have you made arrangements to install a VAT input 

s register or modified your existing records to arrive at a 
total of deductible inputs? 

(iv) If branches are allowed to exercise purchasing powers or 

. make payments, have they been instructed in the recording 

a of deductible input tax? 

-— (Kv) Have you made sure that your records take into account 

credit notes issued to you by your suppliers or by you to 

customers? 

... (vi) If you are providing a service that spans VA'T day, have 

= ^" you arranged to bill your customers for the service pro- 
vided to March 31st, 1973, or to calculate the value to 
that date? (VA'T need only be charged in respect of services 
rendered after March 31st, 1973.) 

(vii) Finally, the Customs and Excise prescribe that a taxable 
person must keep a VAT account. Check your accounting 
preparations to ensure that at the end of each VAT ac- 
counting period you can summarize your output tax and 
deductible input tax and any adjustments relating to 
previous periods. 
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—— "all-pervasive tax’. The implication is that any supply not falling within the terms of some 


Pricing and credit control 
(i) Have you calculated the effect that the abolition of pur- 
chase tax and SET will have on the cost of goods supplied 
to your business and on your overhead expenses? 
(ii) Have you calculated the effect that VAT will have on the 
cash flow of your business? 

(iii) If you are a retailer and usually arrive at selling prices as a 
percentage of purchase tax inclusive cost, have you revised 
your percentage mark-ups on the basis of tax exclusive 
cost? [see, for instance, The Accountant, March 8th]. 


Purchase tax rebate 

(1) If you are entitled to claim a rebate of purchase tax (and 
possibly excise duty) on goods in stock, have you arranged 
for stocktaking as at March 31st, 197 3 to provide the 
following separate figures? 

(a) Total stock (exclusive of goods on sale or return); 

(b) Purchase tax goods allocated between the three current 
rates (111, 18 and 25 per cent); and 

(c) Purchase tax goods held on sale or return. 

(ii) Have you received from the Customs and Excise a copy of 
Notice No. 748 and Claim Form VAT 420 which must be 
lodged not later than April 30th, 1973? If not, make 
immediate request to local Customs and Excise office for 
these forms. 

Purchase tax rebate claims will only be allowed if 
registration has been effected by March 31st. 


Transitional Provisions Modified 


qoe LAM provisions contained in Appendix F 
of the VAT General Guide, Notice No. 700, have been 
revised; details appear in the latest issue (No. 6) of VAT 
Bulletin. These changes, it is stated, ‘should be read in con- 
junction with the original appendix, but all businesses are 
strongly advised to obtain copies of the complete revised 
version from their local VAT offices’. This version is separately 
published as ‘Supplement No. 1 to Notice No. 700.' 
Following are the principal areas of revision: 


Time of supply. VA'T is not chargeable on any supply that 
takes place before April 1st; but a trader cannot avoid tax by 
accepting a payment before April 1st if in the ordinary course 
of business his customer would not have paid before that date. 
The Commissioners have power (under section 47 (2) (a) of 
the Finance Act 1972) to disregard a payment made before 
April 1st, if it appears that it would not have been made but 
for the introduction of the tax. 

Invoices. The issue of an invoice which is not a tax invoice 
does not create a tax point, and therefore the issue of an invoice 
before April rst has no relevance to transitional arrangements. 

Rental and hire contracts. Where payments are due for a 
continuing supply, e.g., rented equipment, no tax is chargeable 
on any payment due in the ordinary course before April rst. 
Tax becomes chargeable on payments due on or after April 
1st at the earlier of the date when a tax invoice is issued or the 
date when any payment for the supply is received by the trader. 

Single supplies. Where a single payment is made in arrears 
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A 
for a service performed partly before and: partly ier April 1st, 
no tax will be charged on that part of the service performed 
before April 1st, provided that the supplier can satisfy Customs 
and Excise that apportionment of the cost of the service is 
based on measurable work pefformed or on an adéquate 
costing or pricing system. 

Retentions. Retention money paid on or ifi April ISt in 
respect of supplies:completed before that date does not attract 
tax; but, where further work is done.on.or after April rst 
subsequent to completion of the contract but before the 
retention money is paid, a further taxable supply may occur. 


There are also modifications of the transitional provisions in 
respect of progress payments; goods on approval or sale or 
return; credits to customers; debt recovery; and long period 
residence in hotels. 


Zero-rating and Exemption 


ARIOUS changes in the description of supplies which are 

zero-rated or exempt from VAT are contained in the VAT 
(General) (No. 1) Order 1973, SI 1973, No. 324. Among the 
principal amendments, de-ionized water and all water of a 
similar purity to distilled water will now be subject to the 
standard rate of tax, whilst all lubricating oils (but not in- 
dustrial oils, containing non-hydrocarbon additives, which are 
. not lubricating agents) will be zero-rated. 

Other categories affected are advertising services; grants or 
assignments of rights exercisable overseas; containers; caravans; 
imported goods; transfers of goods to another place of business 
abroad; international collaboration projects; holiday accom- 
modation ; and standing timber. Copies of.the order are available 
from HMSO or through booksellers, price 5p (by post, 7#p). 

A further order, the VAT (Finance and Insurance) Order 
1973, zero-rates the supply of certain insurance and financial 
services which would otherwise be éxempt under groups 2 
and 5 of Schedule 5 to the Finance Act 1972. The order provides 
for zero-rating of most marine aviation and transport insurance, 


other overseas insurance and supplies of financial services when - 


supplied in connection with exports. ''he activities of the Export 
Credit Guarantee Department are also zero-rated under this 
" order. 


VAT Tribunals 


PPEAL from a decision of the Commissioners of Customs 
and Excise in relation to the matters specified in section 


40 of the Finance Act 1972 lies to a VAT tribunal, a body ' 


independent of the Commissioners. The President of VAT 
Tribunals has issued two explanatory booklets, of which No. i 
deals with procedure on appeals and. No. 2 with the tribunals' 
addresses and appointed areas. 

Jurisdiction of a particular tribunal to hear an appeal is 
determined by the address of the Customs and Excise VAT 
office from which the disputed decision was sent. Addresses 
of the tribunal centres and the broad areas covered (which 
should be verified in the particular case from booklet No. 2) 
are as follows: 

London: 17 North Audley Street WiY 2PX (01-629 5542). - 
London postal area, Home Counties and East Anglia; also 
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^ Plymouth and Truro VAT areas until September 3oth, 1973. 
Birmingham: 37 Temple Street B2 5DU (021-643 3701). 
Midlands, Wales and West of England (Plymouth and Truro 
. VAT areas after October 1st only). 
Manchester: 108 Portland Street Mx 4RR (061—236 9736). 
North-western area, excluding Chester. 
. Leeds: 44 Richardshaw Lane, Pudsey LS28 7QD (097-35 
75111). Nottingham, Derby and ‘north-eastern counties. 
Edinburgh: 44 Palmerston Place EH12 5B] (031-226 3551). 
Scotland, 
Belfast: Midland Hotel, Whitla Street BT15 IJS (0232. 
749214). Northern Ireland. 


. Prospective appellants are reminded that notice of appeal 
must be served, personally or by post, with the appropriate 
tribunal centre within 30 days of the date of the letter containing 
the disputed decision, unless an extension of time is approved 
by the Commissioners or by the tribunal 'lhus, where the 
Commissioners have been asked by the taxpayer to review a 
disputed decision, it may be advisable to lodge a protective 
notice of appeal before expiry of the time limit. 

An appellant may conduct his appeal in person, or may be 
represented at the hearing 'by counsel, a solicitor, an ac- 
countant or any other person he may choose’. Accountants 
have already been reminded (The Accountant, January 25th) 
that procedure on a VAT appeal may be more exacting and 
formal than that with which they may be familiar on appeals 
against a direct tax assessment, for example; and any accountant 
who is called on to represent a client in such circumstances ^ 
should acquaint himself first with the contents of the present 
booklets and with the VAT Tribunals Rules (SI 1972, No. 1344). 
The powers of a tribunal may include compelling the attendance 
of witnesses, examination on oath, the award of costs to either 
party, and the award of interest ‘at such rate as it may specify’ 
on any tax ordered to be repaid to the appellant. 


Amendments to VAT Notices 


INCE the Customs and Excise public notices on VAT, l 
Nos. 700—712, were first published a number of procedures 
described in them have been changed, or new methods devised 


to deal with problems which were not identified in earlier 


discussions ^with the various organizations and commercial 
interests concerned. Customs and Excise have prepared an 
amendment leaflet which gives details of the changes in the 
various notices up to the end of February, and also a separate 
“leaflet giving additional guidance on transitional problems. 
These two leaflets are being sent now to each person who has 
registered for VAT. Those who were not registered by the end 
of February or who require additional copies will be able to 
obtain them from local Customs and Excise VAT offices or by 
written request to HM Customs and Excise, c/o 565-577 


Kingston Road, Raynes Park, London SW2o 9BR. 
Rents and Service Charges 


ENTS for accommodation are generally exempt from VAT, 

and an inclusive rental will normally be regarded as exempt 
from the tax whether the accommodation is furnished or un-. 
furnished. This exemption, it has been stated by HM Customs 
and Excise, will extend to the costs of the general maintenance 
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. Notes 
.and 
Notices | | 


\ 


PROFESSIONAL NOTICES . 


F. W. BznuNGER & Co, Chartered 
Accountants, of Bromley, Kent, an- 
nounce that Mr. F. W. BERRINGER, 


F.C.A., who founded the firm in 1937 
and is senior partner, will retire on 
March 31st, 1973. Mr BERRINGER will 
remain as consultant to the practice 
which wil] be continued by the remaining 
partners, Mr J. F. BERRINGER, F.C.A., 
and Mr D. H. JOYCE, F.C.4.. ` 


DELOITTE & Co and GRAHAM, SMART & 
ANNAN, Chartered Accountants, who 
have been associated for some years, 
announce that arrangements have' been 
concluded for the merging on April rst, 


1973, of their practices in Scotland. The - 


combined: practices will be carried on 
in the same names as hitherto. 


DzLorrrE & Co, Chartered Account- 
ants, London, announce the formation of 
an associated firm under the same name 
at 4-5 Grafton Street, Dublin 2. The 
partners in the associated firm are Mr 
R. T. M. McPHarL, M.B.E., C.A., Mr 
D. D. RAE SMITH, M.C., M.A., F.C.A., and 
Mr K. S. WOODLEY, A.C.A., of the 
London firm and Mr K. BRISCOE, F.C.A., 
Mr C. F. SMITH, F.c.a., and Mr M. M. 
SMITH, B.COMM., A.C.A., Of BRISCOE, 
SMITH & Co, Chartered Accountants. 
The latter firm continues to practise at 
the same address without any change in 
its constitution. l 

DELOITTE & Co announce the retire- 
ment on March 31st, 1973, of Mr R. F. 
GEORGE, F.C.A. Mr GEORGE joined the 
firm in 1929 and was admitted to part- 
nership in 1952. 

DELOITTE & Co announce the admis- 
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' sion into. their fender partnérship on: 


April rst, 1974, of Mr E.-R.. DRING, 


AGA; Mr J: B.: Faris; F.C.4., Mr C. 
MORGAN, M.A., A.C.A. MrR. D. MUSSON, 


B.A., A.C.A., and Mr J. D. B. OLIVER, 
M, n F.C.A., all of whom have been senior 
members of their London. office staff ER 
some years, j 

DELOITTE & Co' announce the ad- 
mission into their Zambian partnership 
on April ist, 1973, of Mr G. V. 
CUNLIFFE, F.C.4., and Mr R. D. Duncan, 
A.C.A.(N. 2.), who have been senior mem- 
bers of their staff in Ndola and Lusaka 
respectively for some years. . 

FERGUSON 
DEVANI Epwarps & Co announce that 
with effect from April ist, 1973, their 
practices are being amalgamated.,.The 
new practice will be carried on from 38 
London EC4N 6JH 
under the name and style of FERGUSON 
ROWLAND & Davies and the partners will 
be Mr F. E. ROWLAND, F.C.A., Mr J. H. 
‘DAVIES, F.C.A., and Mr K. M. DEVANI, 
F.C.A. 

HODGSON, HARRIS & Co, VARNEY, 
Wigins & Co, and ARNOLD SMITH & 
Co announce the merger of their Boston, 
Spalding -and .Bourne practices with 


effect from April Ist, 1973. The combined : 


practices will be carried on in the name of 
HopcsoN, Harris, VARNEY, SMITH & 
Co from the present offices of HODGSON, 
Harris & Co and ARNOLD SMITH & Co. 
Mr R. VARNEY, F.C.A&;, will continue to 
be available in a consultative capacity. 


HopcsoN, Harris & Co, Chartered 
Accountants, announce that Mr A. 
YOUNG, A.C.A., is being admitted to their 
Scotland partnership on April rst, 1973, 
and will be at the firm's Aberdeen office. 
They -also announce that 
ATKINSON, A.C.A:, is being admitted as a 
partner. on April rst, 
continue at the firm's Grimsby office. | 

Horr, Acar & Co, Chartered’ Ac- 


countants, announce that Messrs I. .H.° 


BUTLER, A.C.A., G. R. COIA, A.C.A., and 
Ps WARBURTON, A.C.A., A.C.LS., are 
joining the partnership as from April 
rst, 1973. Mr BUTLER will be resident in 


Leeds and Messrs Cota and WARBURTON 


will be at the. London office. 


Mistry BnoTHERS, Certified Account- 
ants, announce that Mr C. M. Mistry, 
F.C.C.A., was admitted as a partner with 


"Costing, G.C-F., Law, Local Gort, 


RowLAND & Davies and. 


TEMPLE, 


1973, and will - 
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effect from March rst, 1973. The firm has 
now moved to new offices at. 794 High 


. Street, London N17 oDH. Tel. 01-808 


5860/61. - 


. NEALE & Co, Certified Accountants, 
announce with regret that Mr C. W. K. 
NEALE, F.C.C.A., has retired from public 
practice after almost fifty years associa- 
tion with the firm, and that Miss A. J. 
NEALE, F.C.C.A., has retired through 
ill-health. The practice will be con- 
tinued by the rernaining partner, Mr 
H. J. BOLTON, F.C.C.A. 

PANNELL? FITZPATRICK & Co, Char- 
tered Accountants, announce that on 
March 31st, 1973, Mr Eric Ropway, 
F.C.4., who has been with the Leeds 
firm for 27 years,'will retire. On April 
Ist, 1973, the Leeds firm is amalgamating 
with W. L. GALLANT McLaren & Co 
of Leeds, and the new partnership will 
practise as PANNELL .FrrzPATRICK & Co 
from Atlas Chambers, King Street, 
Leeds, LS1 2H8. 

- "TEMPLE, GOTHARD & Co and HARKER 
HorLowav SMITH & EARLE announce 
that on April 8th, 1973, they will enter 


into an association with an interchange 


of their partners. The’ firn name of 
HARKER HOLLOWAY SMITH & EARLE will 
be changed to TEMPLE GOTHARD HARKER 
HorLLoway and the practice will be 
carried on with the continuing firm of 
GOTHARD & Co at 33-34 
Chancery Lane, London WC2A XEN. 


Mr Davip H. HARKER, F.C.A, senior 
partner of HARKER HOLLOWAY SMITH 


‘& EARLE will retire from April 7th, 1973, 


but will be available as an active con- 
sultant. Mr Brian J. WHALE, F.C.A., also 
retires from the firm to take up an 


. industrial appointment. 


'luoMsoN McLiNTOCK & Co, Char- 
tered Accountarits, of 7o Finsbury Pave- 
ment, London EC2A ISX regret to 
announce the death on March 16th, 
1973, of Mr GERALD BRADLEY, C.A., who 
retired as senior partner of the firm in 1968. 


WENHAM Major & CLARKE, Chartered 
Accountants, of London, announce the 
retirement on March 3oth of the senior 
partner, Mr G. P. CLARKE, F.C.A., who 
was admitted to membership in Feb- 
ruary 1928 and has been in, practice for 
36 years. Mr CLARKE will continue to be 


_ actively associated with the firm in a 


consultative capacity. 
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APPOINTMENTS 


Mr C. M. A. Simon, A.C.A., has been 
appointed general manager of Target 
Money Market, the company newly 
formed by the Target Trust Group. 





Mr. R. Watson 


'Mr. C. M. A. Simon 


Mr R. Watson, C.A., A.C.M.A., has 
been appointed administration and finan- 


cial director of Charrington and Com- - 


pany, Prior to his new appointment he 
was chief accountant of Charrington's, 
part of the Bass Charrington Group. - 


Mr Gordon R. King, a.c.c.a., has 
joined -the` board of Smallmans, the 
Northern-based. industrial catering or- 
ganization, as finance director respon- 
sible for financial and management 
accounts and new project evaluation. 


Mr L. R. P. Pugh, v.R.D., D.L., F.C.A., 
has joined the Bond of Sheffield Rolling 


Mills to fill the vacancy caused by the. 


resignation of Mr Ronald Peddie, C.B.É., 
J.P., B.A., C.A., J.DIP.M.A. Mr Pugh is a 


full-time member of the British Steel ' 


Corporation with special responsibility 
for corporate finance and corporate 
planning. - 


f 


.EXPORTER'S GUIDE TO - 
THE EEC 


The British Overseas Trade Board has 
published à new booklet entitled Desti- 
nation Europe: An Exporler's.Guide to the 
EEG to act as a guide both to firms 
alréady: selling in Europe and to those 
entering the market for the first time. It 
is aimed primarily at smaller and medium- 
sized exporters, and.also new exporters. 

Part .1 deals with the considerations 
which need to be taken into account 
when looking at the European Economic 


Community as a new or as a growth. 


market, not all of which may be familiar 
to the small firm or new exporter. Part 2 


ACCOUNTANT  - 


, provides useful backgrouhd information - 


about the Comminity’s institutions and 
the development of EEC policies. . 

Copies are available from Export - 
Services and Promotions Division, Export 
House, so Ludgate Hill, London EC4, 
and from regional offices of the Depart- 
ment of Trade and Industry. ` 


,f 


BUSINESS. EFFICIENCY 
EXHIBITION — : 


Over three- -quarters of the space available 
at the 1973 Business Efficiency Exhibition 
to be held at Olympia, London, from 
October z2znd-irth, has already been 
reserved, only two months after full 


details were first announced. 


. BEE 73-will be the only major business 
equipment exhibition in the United - 


Kingdom this year and exhibitors will 


include companies from all sections of 


the office equipment industry. 
With a special theme of ‘What’s new. 
in business equipment’, 


present a comprehensive range of 
machines, systems and services designed 
to promote commercial efficiency. For 


the-first time, exhibitors will be en- 


couraged to make cash sales from their 


‘BEE 73 will. 


March 29th, 1973 


stands and, wherever pate tie buyers 
will be allowed: to take goods away from 
the show. 


INVESTMENT GRANTS OFFICES 


The Investment Grants Office at Colman 


‘House, Victoria Avenue, Southend-on- 


Sea, is no longer handling applications 
for investment. grant on plant and 
machinery. It will continue to be res- 
ponsible, however, for applications in 
respect of computers, ships and hover- 
craft from the whole of Great Britain. 
Firms operating in the area for which 
the Southend office was formerly res- 


-ponsible (except for those who have 


already been otherwise informed) should 
send ‘their claims to: the appropriate 
regional development grants office, ac- 
cording to the initial letter of their 
names, as follows: 

A-B and H-L: Queensway House, 
West Precinct, Billingham, < Teesside 
15923 2NF (0642 553671). 

C-G: St Peter’s House, Stanley: Pre- 
cinct, Bootle, Lancs Lao 3LZ (o51- 


922 4030). 
M-Z: 24-26 Newport Road, Cardiff 
CF2 18Y (0222 4261 1): 





‘The North-west Society of Chartered Aoine recently held their annual dinner and dance 


at the Savoy Hotel, Blackpool. In this group with the President, Mr John S. Darwell, F.C.A., 

are some of his guests from Preston and district. Pictured, leftto right, are Mr Walter Hunniball, 
F.C.A., Information Officer, and Mrs Hunniball ; Mr Alan J. Westall, F.C.A., Honorary Treasurer, 
and Mrs Westall ; Mr and'Mrs Darwell; Mr Henry P. Bee, M.A., A.C.A., Vice-President, and Mrs 
Bee; and Mr Peter Hampson, B.A.(Com.), F.C. A., Chairman of the Preston, and es Branch 


of the Society, and Mrs Hampson. 
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Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 


Plant and Machinery: 
Fire Loss Assessors. 





20 Hanover Square, London wir oat Tet. oi 629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4bR Tel. 031-226 7147 
Heretord: I+ Broad Street, Hereford tet. 0432 3087 















LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


inclusive 


38 40 FEATHERSTONE. STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 | 
01-251 0344 7 lines) . 
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READY-MADE COMPANIES — 





E .. Many hundreds of accountants have found the right job 


through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


FREE LISTS OF VACANCIES 


will be posted to you or you can drop in and — without any 
fornrfilling — study the classified registers. Over 500 vacancies 
in the U.K. and overseas offer you the widest choice. Ring 
for relevant list! 


Public Practice: L. Kelleher, 01--628 4550 k 

More than 300 Professional firms utilize our services in 
t of all grades of staff from Articled. Clerks 

to Partners Salaries: E K. ~ up to £5,000; a up to 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+-. 
Temporary Staff: M. Farrer, 01-628 0391. 

Terms are better than is usual for temporary assignments. 
EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 


I shall let you know within the hour. 
R. Thornhill, 01—628 8869 


RICHARD OWEN ASSOCIATES 


Box 23, 47 Finsbury 


Finsbury Pavement, London EC2A 1HT 








The big 





if youre earning it, you'll want to save more of it. 
` So Save As You Eam,now and make a 
handsome bonus. 
~ The Abbey National S. AY E.scheme offers you 
an extremely attractive return which is also 
completely tax free. 
. All you do is agree to save with us anything 
from £! to £20, per month, for five years. 
. At the end of this period we will pay you your 
entire investment plus a lump sum, tax free bonus. 
This bonus amounts toa clear 20% profit, — 






regular savers 
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What yourdo is to leave your investment with BS gees 





us foranother two years, and your 20% profit fj 
will grow to 40%, equivalent to a tax free return J 
of 74% per annum over the 7 years. : AE el 

For more details of the SAYE.scheme jf} iwoukd fke mymoneytowork harder ° 
fill in the coupon now FIPISCSSU i Cela 

After all, you deserve a bonus. g 5 

You ve won hard for your money. E Addfess 

SOME EXAMS qu HOW YOUR SAVINGS HEC T- 661 


=| ABBEY- 
NATIONZL 
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or £l for every £5 invested. 5 | 300" 360 420" EIU, 

` Ifyou wish, you can double this bonus and 10 _ |- 600 | 840. House, Baker Street London NWI GXL 
it wort Cost you another penny. 20 [i200 | vao 1,680" KL epres ime ONL 
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rat the Post Office. Printed aad published la Great Britain b GEE.& "M LIMITED, pi The Priory Press, $t Albans, Herts. Editorial aod Advertisement 
51 Strand, London WC2R 1J]. 


£535 half-year (814.65; DM 
on application from the publishers) 


n 01-836 0832. Cables: COUNTANT, London WC2. Published e¥ 
r. BO). Airmail edition: £14-25, per year ($37; DM 123 Pr 196) 4 


Offices: 

y Thursday, price MAL , Post-paid subscriptions: £10-50 per year (827.60; DM 92; Fr. 155% 
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